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SECURITIES ACT OF 1933 
Release No. 5846/ July 27, 1977 


In the Matter of the 


ARTHUR ANDERSEN & CO. PARTNERS‘ PROFIT 
SHARING PLAN 


ARTHUR ANDERSEN &: CO. PARTNERS’ PROFIT 
SHARING TRUST 

69 West Washington Street 

Chicago, Illinois 60602 


File No. 18-3 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 3(a)(2) OF THE SECURITIES ACT OF 
1933 FOR AN ORDER EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE ARTHUR 
ANDERSEN & CO. PROFIT SHARING PLAN AND 
ARTHUR ANDERSEN & CO. PROFIT SHARING 
TRUST 
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NOTICE IS HEREBY GIVEN that Arthur Andersen & 
Co., a public accounting firm organized as a 
partnership under the laws of Illinois, (‘‘Applicant’’) 
has, by letters dated April 4 and April 29, 1977, applied 
for an exemption from the registration requirements of 
the Securities Act of 1933 (the ‘‘Act’’) for participations 
or interests issued in connection with the Arthur 
Andersen Profit Sharing Plan and Arthur Andersen 
Profit Sharing Trust (the ‘‘Plan’’). All interested 
persons are referred to those documents, which are on 
file with the Commission, for the facts and 
representations contained therein, which are sum- 
marized below. 


1. Introduction 


Applicant’s Plan is for the exclusive benefit of its 728 
partners and 76 participating principals. A partner or 
participating principal is a self-employed member of 
the firm who has generally been associated with the 
firm for at least ten years. The Plan provides for 
Applicant to make both discretionary and non- 
discretionary firm contributions on behalf of 
participants. Participants may also make voluntary 
personal contributions to the Plan. The Plan is of the 
type commonly referred to as a ‘‘Keogh’’ plan, which 
covers persons (in this case Applicant’s partners and 
participating principals) who are employees within the 
meaning of Section 401(c)(1) of the Internal Revenue 
Code of 1954 (the ‘‘Code’’), and, therefore, is excepted 
from the exemption provided by Section 3(a)(2) of the 
Act for interests or participations in certain employee 
benefit plans of corporate employers. Section 3(a)(2) of 
the Act provides, however, ‘‘the Commission, by rules 
and regulations or order, shall exempt from the 
provisions of Section 5 of the Act any interest or 
participation issued in connection with a stock bonus, 
pension, profit-sharing or annuity plan which covers 
employees some or all of whom are employees within 
the meaning of Section 401(c)(1) of the Code, if and to 
the extent that the Commission determines this to be 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act.’’ 


11. Description and Administration of the Plan 


The Plan has been maintained since 1969 as a 
profit-sharing plan qualified under Section 401 of the 
Code. In connection with certain changes which 
recently have been incorporated in the Plan, Applicant 
has applied to the Internal Revenue Service (the 
‘“‘IRS’’) for a determination that the Plan as modified 
will continue to be qualified under Section 401. 
Applicant requests that the Commission assume that 
the IRS will rule favorably as to the Plan. 
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Applicant contributes to the Plan on behalf of the 
covered employees based on a percentage of thei’ 
compensation. In addition, an active participant may 
contribute up to 10% of the participant’s compensation 
(limited to $100,000) received while a participant, 
subject to certain limitations under Section 415 of the 
Code. 


Funds held by the Plan are allocated between three 
investment funds, as determined by Applicant. 
Although a participant has an undivided interest in the 
three investment funds, a participant has no discretion 
as to the proportion of his assets to be invested in each 
of such funds. A fourth investment fund, a fixed income 
fund, became available on July 1, 1977, for participants 
who are 55 years of age or over. At age 55 a participant 
will be able to elect to have all or a portion of the 
account allocated to the fixed income fund. 


The trustees have the power to appoint and to remove 
investment managers with respect to Plan assets. 


Applicant exercises substantial administrative respon- 
sibilities in connection with the Plan. Applicant has 
employed independent experts to provide investment 
advisory and other services to the Plan. In addition, 
Applicant has retained full power to amend the Plan, 
subject ot restraints imposed by the Code and ERISA 
and to the condition that no amendment enlarge the 
trustees’ liabilities without the trustees’ consent. 


Although the Plan is subject to portions of ERISA which 
establish fiduciary responsibilities, it is not subject to 
ERISA’s reporting and disclosure provisions. Applicant 
has undertaken to furnish participants with various 
information about the Plan and its investments 
including copies of the Plan and any amendments 
thereto, as well as other descriptive materials rlating to 
various features of the Plan. Other basic documents 
under which the Plan is operated, and amendments 
thereto, will be made available for review by any 
participant of the Plan upon request. Applicant will 
furnish participants with annual statements reflecting 
the benefits accrued for each participant and annual 
financial statements of the Trust. Applicant will also 
furnish participants with summaries of interim reports 
which it receives concerning the Plan’s investments 
and, upon request, with copies of the interim reports 
themselves. In addition, the Plan will be audited 
annually by an independent auditor. 


lll. Applicant’s Arguments 


Applicant contends that if Applicant was a corporation, 
rather than a partnership, interests or participations 
issued in connection with the Plan would be exempt 
from registration under Section 3(a)(2) of the Act. 











Applicant further contends that the Plan is not a master 
or prototype plan marketed to the public by a 
sponsoring financial institution and that Plan assets are 
not commingled in collective investment media with the 
assets of the plans of other employers. Applicant 
argues, therefore, that the unincorporated status of 
Applicant does not provide sufficient justification, 
under all the circumstances, for subjecting such 
interests and participations to the registration 
requirements of the Act. 


Applicant concludes that under the circumstances 
granting the requested exemptive order would be 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 22, 1977, at 5:30 
P.M. submit to the Commission in writing a request for 
a hearing on the application, accompanied by a 
statement of the nature of his interest, the reasons for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed 
to: George A. Fitzsimmons, Secretary, Securities & 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon McDermott, Will & Emery, 111 West 
Monroe Street, Chicago, Illinois 60631, Attn: William 
J. Quinlan, Jr., Esq. Proof of such service (by affidavit 
or, in the case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. 


An order disposing of the matter will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 
George A. Fitzsimmons 


Secretary 


Date: July 27, 1977 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13791/July 22, 1977 


In the Matter of 
SKYLINE OIL COMPANY 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until Aug. 15, 1977 to 
request a hearing on an application by Skyline Oil 
Company (‘‘Applicant’’), pursuant to Section 12(h) of 
the Securities Exchange Act of 1934, for an order 
exempting the Applicant from the obligation to file an 
annual report on Form 10-K for the fiscal year ended 
May 31, 1977, and all other reports required to be filed 
pursuant to Sections 13 or 15(d) of the 1934 Act. 


On April 29, 1977, the Applicant became a 
wholly-owned subsidiary of Texas Eastern Corporation 
through the merger of a Texas Eastern subsidiary into 
the Applicant. Texas Eastern is now the only holder of 
Applicant’s capital stock, which is Applicant’s only 
authorized and outstanding class of equity security. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13792/July 22, 1977 


In the Matter of 
FOUNDATION INVESTMENT CORPORATION 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) OF THE SECURITIES EXCHANGE ACT OF 1934 
AND OPPORTUNITY FOR HEARING. 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 15, 1977 
to request a hearing on an application by the 
Liquidating Agent for Foundation Investment 
Corporation (‘‘Foundation’’) pursuant to Section 12(h) 
of the Securities Exchange Act of 1934 (the ‘‘Act’’) for 
an order exempting Foundation from the registration, 
reporting and proxy soliciting requirements under 
Sections 12(g), 13, 14 and 15(d) of the Act. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13793/July 22, 1977 


Orders have been issued granting the applications of 
the Philadelphia Stock Exchange, Inc. to strike from 
listing and registration the specified securities of the 
following companies: Great American Management 
and Investment, shares of beneficial interest, no par 
value; Leisure Living Communities, Inc., common 
stock, $1.00 par value; Pacific Leisure Enterprises, 
Inc., common stock, $.01 par value; and Scientific 
Resources Corporation, common stock, $.10 par value 
and $1.65 preferred stock, $.10 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13794/July 22, 1977 


An order has been issued granting the application of 
the Pacific Stock Exchange, Inc. to strike from listing 
and registration the specified security of the following 
company: Prosher Corporation, common stock, $.10 par 
value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13795/July 22, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-77-15 


The Pacific Stock Exchange Incorporated submitted on 
June 7, 1977, a proposed rule change under Rule 19b-4 
to expand the number of call option classes which may 
be listed on the Exchange to eighty. * 





“The Exchange is currently authorized to list thirty 
classes of call options but has another proposal pend- 


ing (File No. SR-PSE-76-40, December 23, 1976) 
which, if approved, would expand the number to fifty 
classes (Securities Exchange Act Release No. 34-13161, 
January 13, 1977; 42 Fed. Reg. 3914, January 21, 
1977). The instant proposal seeks an additional thirty 
call option classes. 
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Publication of the submission is expected to be made in 
the Federal Register during the week of July 25, 1977 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 30 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-77-15. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13796/ July 22, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-77-18 


The American Stock Exchange, Inc. (‘‘Amex’’) sub- 
mitted on July 20, 1977 a proposed rule change under 
Rule 19b-4 to amend its listing standards for foreign 
companies that exceed the Exchange’s normal listing 
criteria for size and earnings, but are unable to satisfy 
the criterion for domestic share distribution. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 25, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute pro- 
ceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 





thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-77-18. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13797/July 22, 1977 


Litigation Release No. 8035/ July 22, 1977 


The Commission today announced the institution of a 
civil injunctive action and the settlement of an admini- 
strative proceedings, both arising out of the Com- 
mission’s inquiry into the reporting of fictitious options 
‘transactions on the American Stock Exchange, Inc 
(‘‘Amex’’). 


In the civil injunctive action the Commission sought a 
permanent injunction against Joseph Giamanco, Alfred 
T. Merendino, Gary Herman, Arthur H. Diamond, 
Herbert M. Altman, George Mitro, Rosario Ingallinera, 
Jesse A. Greenwald and Edward Jackson. The 
Commission alleged in its Complaint that each of the 
defendants reported non-existent transactions in 
various classes of AMEX listed options in violation of 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder. Shortly after the filing of the Complaint, 
the defendants consented to the imposition of Final 
Judgments of Permanent Injunction which prohibit 
each of them from the reporting of non-existent trans- 
actions or conduct of similar nature or purport. The 
appropriate Judgments were signed by the Hon. Henry 
F. Werker of the United States District Court for the 
Southern District of New York. (SEC v. Joseph 
Giamanco, et al., 77 Civ. 3495 (HFW) 


Each of the nine defendants consented to the 
imposition of this injunction as part of the settlement of 
their involvement in an earlier administrative 
proceeding brought by the Commission. In the 
administrative proceeding Jackson and Greenwald 
consented to a censure by the Commission and 


Ingallinera to a suspension from association with any 
broker or dealer for a period of one week. Merendino, 
Herman, Diamond, Altman and Mitro each consented 
to similar suspensions for a period of two weeks; 
Giamanco consented to a three-week suspension. (For 
further information, cf SEA Release No. 13453, April 
19, 1977.) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13798/July 22, 1977 


In the Matter of 

JOSEPH GIAMANCO 
ALFRED T. MERENDINO 
GARY HERMAN 
ARTHUR H. DIAMOND 
HERBERT M. ALTMAN 
GEORGE MITRO 
ROSARIO INGALLINERA 
JESSE A. GREENWALD 
EDWARD JACKSON 
ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’), Joseph 
Giamanco (‘‘Giamanco’’), Alfred T. Merendino 
(‘‘Merendino’’), Gary Herman (‘‘Herman’’), Arthur H. 
Diamond (‘‘Diamond’’), Herbert M. Altman (‘‘Alt- 
man’’), George Mitro (‘‘Mitro’’), Rosario Ingallinera 
(‘‘Ingallinera’’), Jesse A. Greenwald (‘‘Greenwald’’), 
and Edward Jackson (‘‘Jackson’’) have submitted 
offers of settlement, without admitting or denying the 
allegations contained in the Order for Proceedings and 
the Amended Order, which the Commission has 
determined to accept. 


On the basis of the Order for Proceedings, the 
Amended Order and the Offers of Settlement, it is 
found that Giamanco, Merendino, Herman, Diamond, 
Altman, Mitro, Ingallinera, Greenwald and Jackson 
were permanently enjoined by the United States 
District Court for the Southern District of New York on 
July 21, 1977 from violating Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder. 
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In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of 
Settlement. 


Accordingly, 1T 1S ORDERED that: 


(1) Giamanco be and hereby is suspended from asso- 
ciation with any broker or dealer for a period of three 
weeks; 


(2) Merendino be and hereby is suspended from asso- 
ciation with any broker or dealer for a period of two 
weeks; 


(3) Herman be and hereby is suspended from asso- 
ciation with any broker or dealer for a period of two 
weeks; 


(4) Diamond be and hereby is suspended from asso- 
ciation with any broker or dealer for a period of two 
weeks; 


(5) Altman be and hereby is suspended from asso- 
ciation with any broker or dealer for a period of two 
weeks; 


(6) Mitro be and hereby is suspended from association 
with any broker or dealer for a period of two weeks; 


(7) Ingallinera be and hereby is suspended from asso- 
ciation with any broker or dealer for a period of one 
week; 


(8) Greenwald be and hereby is censured; 


(9) Jackson be and hereby is censured. 


This Order is to take effect at the opening of business 
on the first Monday after the date of this Order. 
Suspensions imposed by this Order upon members of 
the same specialist unit may be taken consecutively if 
the Commission’s Secretary is advised in writing as to 
such an arrangement by the effective date of this 
Order. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13799/ July 25, 1977 


Administrative Proceeding File No. 
3-5193 


In the Matter of 

FIRST OMAHA SECURITIES CORPORATION 
(8-16335) 

CLIFF RUE RAHEL 

ERNEST GORDON FIELD 

JOHN JOE RICKETTS 


ROBERT PERELMAN 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act' First Omaha Securities Corporation 
(‘‘Registrant’’), a registered broker-dealer, Cliff Rue 
Rahel, formerly president and director of Registrant, 
Ernest Gordon Field, formerly treasurer and director of 
Registrant, John Joe Ricketts, president and director of 
Registrant, and Robert Perelman, secretary and 
director of Registrant, without admitting or denying the 
allegations in the order for proceedings, have 
submitted offers of settlement which the Commission 
has determined to accept. 


On the basis of the order for proceedings and the offers 
of settlement, it is found that Registrant wilfully 
violated and Cliff Rue Rahel, Ernest Gordon Field, 
John Joe Ricketts and Robert Perelman wilfully aided 
and abetted violations of Sections 15(c)(3) and 17(a) of 
the Securities Exchange Act and Rules 15c3-3, 15c3-1, 
17a-3, 17a-11 and 17a-13 thereunder, and that it is in 
the public interest to impose the sanctions specified in 
the offers of settlement. 


Accordingly, IT IS ORDERED THAT: 


1. Commencing on the second Monday following 
entry of this order, the broker-dealer registration of 
First Omaha Securities Corporation be, and hereby is 





‘In the Matter of First Omaha Securities Corporation, 
et al., instituted March 17, 1977. 





suspended for five days, provided however that during 


said five-day period it may close transactions. 


commenced prior to the initiation of the five day period, 
and provided further that all net profits for said five-day 
period are paid within thirty days to a recipient 
pursuant to a plan found satisfactory to the staff; 


2. Commencing on the second Monday following 
entry of this order Cliff Rue Rahel and Ernest Gordon 
Field be and hereby are barred from association with 
any broker, dealer, investment adviser or investment 
company; provided that, after six months from the 
effective date of this order Rahel and Field may apply 
for permission to become associated with a broker, 
dealer, investment adviser or investment company in a 
non-supervisory or non-proprietary capacity; and 
further provided that, after a period of one year from 
the effective date of this order Rahel and Field may 
apply for permission to become associated with a 
broker, dealer, investment adviser or investment 
company in any capacity. 


3. John Joe Ricketts and Robert “erelman be and 
hereby are suspended from association with any broker 
or dealer, investment adviser or investment company 
for six months; provided, however, that all but thirty 
calendar days of said period shall be waived as to 
Ricketts and all but five business days shall be waived 
as to Perelman if all the undertakings in their offers of 
settlement are complied with. If such undertakings are 
not complied with the full suspension period shall be 
imposed. The suspension period for Perelman shall 
begin on the second Monday following the entry of this 
order. The suspension period for Ricketts shall be 
divided into two equal fifteen-day segments and the 
first segment shall begin on the fifth Monday following 
the entry of this order and the second segment shall 
begin on the twelfth Monday followng the entry of this 
order. 


4. First Omaha Securities Corporation, Cliff Rue 
Rahel, Ernest Gordon Field, John Joe Ricketts and 
Robert Perelman, be and hereby are, required to do 
those acts each has undertaken to do in their offer of 
settlement. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13800/ July 25, 1977 


In the Matter of 


NEW ENGLAND SECURITIES DEPOSITORY TRUST 
COMPANY 

53 State Street 

Boston, Massachusetts 02109 


(SR-NESDTCO-77-7) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE NEW ENGLAND DEPOSITORY TRUST 
COMPANY RELATING TO CASH SETTLEMENT 
WITH THE DEPOSITORY TRUST COMPANY 


On May 24, 1977, the New England Securities 
Depository Trust Company (‘‘NESDTCO’’) submitted, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934 (the ‘‘Act’’), a proposed rule change which 
would enable NESDTCO and the Depository Trust 
Company (‘‘DTC’’) to make cash settlement with each 
other directly upon the receipt and delivery of securities 
at DTC. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federal Register (42 FR 29991, 
June 10, 1977), and the public was invited to comment 
thereon. Notice of the filing and an invitation for 
comments also appeared in Securities Exchange Act 
Release No. 34-13598, June 6, 1977. No letters of 
comment were received. 


In addition, by letter dated July 22, 1977, which was 
incorporated in the proposed rule change and included 
in the public file, NESDTCO provided additional 
information and made certain representations in 
connection with the submission. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-NESDTCO-77-7 be, and 
hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation, pursuant to delegated authortiy. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13801/July 25, 1977 


The Securities and Exchange Commission has ordered 
the institution of public administrative proceedings 
against Frank S. Arko, a Bellevue, Washington 
investment adviser, and William M. Mitchell, of 
Kirkland, Washington, formerly a registered repre- 
sentative for Wilson Davis & Co., Inc., a Salt Lake City, 
Utah broker-dealer. Arko’s business consists primarily 
of publishing The International Frank Arko 
Report—The International Investor. 


The proceedings are based on allegations by the Com- 
mission’s staff that Arko, in violation of the Exchange 
Act and Advisers Act anti-fraud provisions, engaged in 
a practice commonly known as ‘‘scalping’’ with respect 
to securities of QC Explorations, Ltd., Lion, Mines, 
Ltd, and Galaxy Oil Company. It is also alleged that 
Arko failed to disclose to the Report’s subscribers the 
dates, amounts and prices of purchases and sales made 
for this account of securities recommended in the 
Report and that, aiding and abetting Mitchell’s 
fraudulent conduct, Arko advanced information of 
recommendations to Mitchell prior to the Report’s 
distribution. Arko advertised a hotline telephone 
number, answered by Mitchell, who sold securities 
recommended in the Report to Arko clients. Mitchell is 
charged with violating Section 10(b) of the Exchange 
Act and Rule 10b-5 by trading for his own account in 
QC. Lion and Galaxy securities based on advance 
knowledge of Arko’s recommendation, before the 
recommendations were distributed to Arko’s sub- 
scribers. Further, it is alleged that Mitchell aided and 
abetted Arko’s fraudulent conduct by causing his firm’s 
trading account to take a position in QC, Galaxy and 
Lion securities prior to distribution of an Arko recom- 
mendation, then selling shares from the trading 
account to Arko’s personal account. Arko and Mitchell 
were previously enjoined by the Federal District Court, 
Western District of Washington, from further violations 
and aiding and abetting of violations of the Exchange 
Act and Advisers Act anti-fraud provisions. 


A hearing will be scheduled by further order to take 
evidence on the staff’s charges and to afford 
respondents an opportunity to offer any defenses 
thereto, for the purpose of determining whether the 
allegations are true, and if so, whether any action of 
remedial nature is necessary or appropriate in the 
public interest. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13802/July 25, 1977 


File No. 4-180 
OFF-BOARD TRADING RESTRICTIONS 


AGENCY: Securities and Exchange Commission. 
ACTION: Notice of postponement of public hearings 
and extension of comment period. 


SUMMARY: The Commission has announced, in 
connection with its proceeding concerning off-board 
trading restrictions, postponement of the commence- 
ment of public hearings until August 2, 1977, and 
extension of the date by which written presentations, 
responding to oral or written presentations of others, 
must be submitted to August 31, 1977. 


DATES: Public hearings, originally scheduled to 
commence at 10:00 a.m. on August 1, 1977, will begin 
at 9:30 a.m. on August 2, 1977. The date by which 
persons, wishing to respond to the written or oral 
presentations of others, should make written 
presentations has been extended from August 24 to 
August 31, 1977. 


ADDRESSES: Public hearings will be held in Room 
776, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. All sub- 
missions should refer to File No. 4-180 and be 
delivered, together with 30 copies, to George A. 
Fitzsimmons, Secretary, Room 892, at the above 
address. 


FOR FURTHER INFORMATION CONTACT: George 
T. Simon, Division of Market Regulation, Room 390, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549 (202) 376-7470. 


SUPPLEMENTARY INFORMATION: 


On June 23, 1977, the Commission announced a pro- 
ceeding, pursuant to Section 19(c) of the Securities 
Exchange Act of 1934(‘‘Act’’), to consider amendment 
of existing off-board trading rules and adoption of 
certain collateral rules designed to prevent over- 
reaching of non-professional customers by dealers in 
over-the-counter principal transactions in certain listed 
securities.’ In connection with the proceeding, the 
Commission has published for comment proposed 
amendments to Rule 19c-1 and proposed Rule 19c-2 
under the Act. The proposed amendments to Rule 19c-1 





1See Securities Exchange Act Release No. 13662 (June 
23, 1977), 42 FR 33509 (1977). 





would eliminate all off-board agency restrictions 
applicable to listed equity securities (except those 
applicable to ‘‘in-house’’ agency crosses) immediately 
upon its effectiveness. Proposed Rule 19c-2 would 
eliminate remaining off-board agency restrictions 
which preclude members from effecting ‘‘in-house’’ 
agency crosses in listed equity securities as to which 
last sale information is included in the consolidated 
transaction reporting system (‘‘reported securities’’) 
and all off-board principal restrictions applicable to 
such securities as of January 1, 1978. In addition, the 
Commission has also published for comment four 
alternative proposed rules governing over-the-counter 
dealer conduct in reported securities with non-pro- 
fessional customers. 


The Commission also announced that it would hold 
public hearings in connection with the proceeding. The 
tentative schedule of appearances at these hearings is 
as follows: 


Tuesday, August 2, 1977 


William M. Batten 
New York Stock Exchange, Inc. 


Wednesday, August 3, 1977 


William Baumol 
Professor of Economics 
New York University 


Donald E. Weeden 
Weeden & Co. Incorporated 


19:00 a.m. 


Roger E. Birk 
Merrill Lynch, Pierce, Fenner & Smith, 
Incorporated 


2:00 p.m. 


Thursday, August 4, 1977 
Treasury Department 9:30 a.m. 


Michael Tobin 
Midwest Stock Exchange 


10:30 a.m. 


James French 
Wellington Management Company 


2:00 p.m. 


Edward Purcell 
Association for the Preservation of 
the Auction Market 


2:30 p.m. 


Monday, August 15, 1977 


Thomas O’Hara 
National Association of Investment 
Clubs 


Paui Kolton 
American Stock Exchange, Inc. 


10:00 a.m. 


Margaret Cox Sullivan 
Stockholders of America 


2:00 p.m. 


Paul Hallingby, Jr. 
White Weld & Co. Incorporated 


2:30 p.m. 


Robert E. Mnuchin 
Goldman Sachs & Co. 


3:00 p.m. 


Tuesday, August 16, 1977 


Robert Kanter 
R. Kanter Securities Corp. 


9:30 a.m. 


Gordon S. Macklin 
National Association of Securities 
Dealers, Inc. 


10:00 a.m. 


Edward O’Brien 
Securities Industry Association 


Wednesday, August 17, 1977 


Robert H. B. Baldwin 
Morgan Stanley & Co. Incorporated 


2:00 p.m. 


Jerone M. Pustilnik 
Institutional Networks Corporation 


3:00 p.m. 


Junius Peake, Morris 
Mendelson, Ralph T. Williams 


3:30 p.m. 


Persons intending to appear at the public hearings are 
reminded that they should file with George A. 
Fitzsimmons, Secretary of the Commission, Room 892, 
500 North Capitol Street, Washington, D.C. 20549, the 
text of any prepared statement, together with 30 
copies, not later than four business days prior to their 
appearance and are invited, at the time of their 
appearance, to make additional copies of these state- 
ments available for the benefit of interested persons 
attending the hearings. 


All submissions should refer to Commission File No. 
4-180 and will be available for public inspection at the 
Commission’s Public Reference Room, 1100 L. Street, 
N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13803/July 25, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


File No. SR-CBOE-77-16 


The Chicago Board Options Exchange, Incorporated 
submitted on July 20, 1977, a proposed rule change 
under Rule 19b-4 to amend Exchange Rule 4.11 
regarding maximum position limits in listed options. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 25, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute pro- 
ceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 30 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C 20549. Reference 
should be made to File No. SR-CBOE-77-16. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13804/July 25, 1977 


In the Matter of 

MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 

Chicago, Illinois 60603 

(SR-MSE-77-11) 

ORDER APPROVING PROPOSED RULE CHANGE 
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On April 29, 1977, the Midwest Stock Exchange, 
Incorporated filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change. The rule change 
eliminates the monthly reporting by member firms of 
open options exercise positions. According to the 
Exchange, such information is available to the 
Exchange from the Options Clearing Corporation, and 
would be duplicative if also required from the 
members. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-13645, June 
17, 1977)) and by publication in the Federal Register 
(42 Fed. Reg. 31854 (June 23, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered national securities exchanges, and in 
particular, the requirements of Section 6 and the rules 
and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on April 29, 1977, be, and it 
hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1934 
Release No. 13805/ July 27, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the single ten-day 
suspension of over-the-counter trading for the period 
commencing at 3:00 p.m. (EDT) on July 27, 1977 and 
terminating at midnight (EDT) on August 5, 1977 of the 
securities of Southern Atlantic Corporation (‘‘SAC’’) a 
Florida corporation whose principal executive office is 
located at 808 N.E. Third Avenue, Fort Lauderdale, 
Florida 33304. 


The Commission ordered the suspension of trading in 
SAC’s securities because of the lack of current 
adequate and accurate public information about the 





company’s operations and financial condition. SAC has 
failed to file timely with the Commission its annual 
report on Form 10-K for its fiscal year ended March 31, 
1977 due to have been filed on or before June 30, 1977. 


The Commission cautions broker-dealers, share- 
holders, and prospective purchasers that they should 
carefully consider the foregoing information along with 
all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
face that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension, no 
quotation may be entered unless and until they have 
strictly complied with all the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13806/ July 28, 1977 


[File No. S7-603] 

Uniform Net Capital Rule 

AGENCY: Securities and Exchange Commission. 
ACTION: Rule amendment. 


SUMMARY: The release (i) makes permanent certain 
temporary amendments of the rule relating to the 
application of the alternative net capital requirement to 
brokers and dealers effecting transactions solely in 
municipal securities; (ii) extends until March 1, 1978 
temporary provisions of the rule relating to the 
inclusion in net capital of certain good faith deposits 
and syndicate or joint account receivables arising in 
connection with municipal securities underwritings and 
undue concentraton deductions, ‘‘haircuts,’’ on 
positions in municipal securities; and (iii) affirms the 
Commission interpretation with regard to municipal 
securities which suspends the provision of the uniform 
net capital rule which requires the deduction from net 
worth of the carrying value of securities for which there 


is no ready market. This action is necessary since the 
temporary amendments noted in (i) and (ii) above will 
otherwise expire on August 1, 1977. The effect of the 
amendments is to make permanent certain temporary 
amendments to the rule and to provide the Commission 
with additional time to formulate permanent 
amendments, pertaining to municipal securities, with 
regard to the treatment of certain receivables, undue 
concentration deductions and securities for which thee 
is no ready market. 


EFFECTIVE DATE: August 1, 1977. 


FOR FURTHER INFORMATION CONTACT: Nelson S. 
Kibler, Assistant Director, Division of Market 
Regulation, Securities and Exchange Commission, 
Washington, D.C. 20549. (202) 755-1390. 


SUPPLEMENTARY INFORMATION: In Securities 
Exchange Act Release No. 13488 (April 29, 1977) [42 
FR 23799 (May 11, 1977)] (‘‘Release No. 13488’’), the 
Commission extended until August 1, 1977 the 
temporary provisions of Rule 15c3-1 [(17 CFR 
240.15c3-1)] (‘‘section 240.15c3-1’’) under the 
Securities Exchange Act of 1934 dealing with the items 
summarized above. The Commission took such action 
to afford interested members of the public the 
opportunity to express their views, especially by way of 
impact studies and other appropriate statistical 
compilations, concerning the nature of more permanent 
amendments to the temporary provisions. The Com- 
mission is in the process of formulating permanent 
amendments. In the interim, the Commission has 
determined that it is appropriate to: (i) make 
permanent those temporary amendments summarized 
above; (ii) extend until March 1, 1978, the temporary 
amendments relating to the treatment of certain 
receivables and undue concentration; and (iii) affirm 
the Commission’s interpretation regarding positions in 
municipal securities for which there is no ready market. 


The amendments to section 240.15c3-1 adopted herein 
are framed in light of considerations disclosed in the 
public’s response to that invitation, and do not alter the 
existing regulatory scheme for such brokers and 
dealers. The Commission finds, pursuant to 5 U.S.C. 
§553(b)(3)(B), that further notice and public procedure 
respecting these amendments is impracticable and 
unnecessary to the public interest. The Commission 
finds further that these amendments relieve regulatory 
restrictions within the meaning of 5 U.S.C. §553(d)(1) 
and may therefore become effective less than thirty 
days from their publication. 


Statory Basis, Competitive Considerations and 
Effective Date 


Pursuant to the Securities Exchange Act of 1934, and 
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particularly Sections 15(c)(3) and 23(a) thereof, 15 
U.S.C. §780(c)(3), w(a), the Commission amends 
section 240.15c3-1 of Chapter II of Title 17 of the Code 
of Federal Regulations in the manner set forth below, 
effective August 1, 1977. The Commission finds that 
any burden imposed upon competition by the amend- 
ments is necessary and appropriate in furtherance of 
the purposes of the Act, and particularly to implement 
the Commission’s mandate under Section 15(c)(3) 
thereof, 15 U.S.C. §780(c)(3), to establish minimum 
financial responsibility standards for all brokers and 
dealers. 


Text of Amendments to Section 240.15c3-1 


The text of the amendments to section 240.15c3-1 
is as follows; 


§240.15c3-1 Net captial requirements for brokers or 
dealers. 


(iv) * * * 


(C) Interest receivable, floor brokerage receivable, 
commissions receivable from other brokers or dealers 
(other than syndicate profits which shall be treated as 
required in subparagraph (c)(2)(iv)(E) of this section), 
mutual fund concessions receivable and management 
fees receivable from registered investment companies, 
all of which receivables are outstanding longer than 
thirty (30) days from the date they arise; dividends 
receivable outstanding longer than thirty (30) days from 
the payable date; good faith deposits arising in 
connection with an underwriting, outstanding longer 
than eleven (11) business days from the settlement of 
the underwriting with the issuer; and, until March 1, 
1978, receivables due from participation in municipal 
securities underwriting syndicates and municipal 
securities joint underwriting accounts which are out- 
standing longer than ninety (90) days from settlement 
of the underwriting with the issuer, and good faith 
deposits arising in connection with an underwriting of 
municipal securities, outstanding longer than ninety 
(90) days from settlement of the underwriting with the 
issuer; 


(f) Alternative Net Capital Requirement. 


(1)(i) A broker or dealer who is not exempt from the 
provisions of 17 CFR 240.15c3-3 under the Securities 
Exchange Act of 1934 purusant to subparagraph (k)(1) 
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or (k)(2)(i) may elect not to be.subject to the limitations 
of paragraph (a) of this section respecting aggregate 
indebtedness as defined in subparagraph (c)(1) of this 
section and certain deductions provided for in 
subparagraph (c)(2) of this section. Provided, that in 
order to qualify to operate under this paragraph (f), 
such broker or dealer shall at all times maintain net 
capital equal to the greater of $100,000 ($25,000 in the 
case of a broker or dealer effecting transactions solely 
in municipal securities) or 4 percent of aggregate debit 
items computed in accordance with the Formula for 
Determination of Reserve Requirements for Brokers 
and Dealers (Exhibit A to Rule 15c3-3, 17 CFR 
240.15c3-3a) and shall notify the Examining Authority 
for such broker or dealer and the Regional Office of the 
Commission in which the broker or dealer has its 
principal place of business, in writing, of its election to 
operate under this provision. Once a broker or dealer 
has determined to operate pursuant to the provisions of 
this paragraph (f), it shall continue to do so unless a 
change in such election is approved upon application to 
the Commission. 


(ii) In the case of a municipal securities broker, as 
defined in section 3(a)(31) of the Securities Exchange 
Act of 1934, who is not exempt from the provisions of 17 
CFR 240.15c3-3 under the Securities Exchange Act of 
1934 pursuant to subparagraph (k)(1) or (k)(2)(i), and 
who effects transactions only on a payment versus 
delivery basis with other brokers or dealers or 
municipal securities brokers or municipal securities 
dealers, and who does not hold funds or securities for, 
or owe money or securities to, customers and does not 
otherwise carry accounts of, or for, customers, in order 
to qualify to operate under this paragraph (f) such 
municipal securities broker shall at all times maintain 
net capital equal to the greater of $25,000 or 4 percent 
of aggregate debit items computed in accordance with 
Exhibit A to Rule 15c3-3, 17 CFR 240.15c3-3a. 
Provided, That in order to qualify to operate under this 
paragraph (f), such municipal securities broker shall 
notify the Examining Authority for such broker and the 
Regional Office of the Commission in which the broker 
has its principal place of business, in writing, of its 
election to operate under this provision. Once a 
municipal securities broker has determined to operate 
pursuant to this paragraph (f), it shall continue to do so 
unless a change in such election is approved upon 
application to the Commission. 


In section 240.15c3-1, the last sentence of paragraphs 
(c)(2)(vi)(M) and (f)(3)(iii) is amended to read as 
follows: 





Provided further, That until March 1, 1978, 
provision shall not apply to municipal securities. 


this 


- * * * * 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13807/July 28, 1977 


EXTENSION OF TEMPORARY RULE FOR SUBMIS- 
SION OF PRICE QUOTATIONS TO INTER-DEALER 
QUOTATION SYSTEM 


AGENCY: Securities and Exchange Commission. 
ACTION: Extension of temporary rule provision. 


SUMMARY: The Commission has extended the 
expiration date of paragraph (f)(4)(T) of §240.15c2-11, a 
rule which presently requires market-makers to obtain 
certain basic information on the issuers of securities for 
which they publish price quotations in the 
over-the-counter markets. Paragraph (f)(4)(T) extends 
exemptive provisions of §240.15c2-11 to broker-dealers 
who submit quotations to weekly inter-dealer quotation 
systems on the basis of previous price quotations 
appearing regularly in such a system. 


DATES: The expiration date of paragraph (f)(4)(T) pf 
§240.15c2-11 has been extended to January 31, 1978. 


ADDRESSES: All communications on this matter 
should be directed in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Comments should refer to File No. S7-641 
and will be available for public inspection. 


FOR FURTHER INFORMATION CONTACT: Richard 
M. Smith, Division of Market Regulation, Securities 
and Exchange Commission, Washington, D.C. 20549 
(202) 755-7918. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission (the ‘‘Commission’’) 
announced today the extension of temporary paragraph 
(f)(4)(T) of §240.15c2-11' to January 31, 1978 pursuant 





147 CFR 240.15c2-11(f)(4). 


to the Securities Exchange Act of 1934 (the ‘‘Act’’),? 
particularly Sections 2, 3, 11A, 15 and 23 of the Act.3 
Paragraph (f)(4)(T) was first temporarily adopted on 
July 15, 19762 Its expiration date was later extended by 
the Commission to February 28, 19775, to April 30, 
19776 and subsequently to July 31, 1977’. Temporary 
paragraph (f)(4)(T) of §240.15c2-11 exempts from the 
provisions of that Section the publication and 
submission of quotations respecting securities traded 
over the counter which have been the subject, at least 
once each fifth business day, of both bid and ask 
quotations at specified prices reported to, and 
published by, an inter-dealer quotation system. 


The staff of the Commission has continued to explore in 
discussions with those persons directly affected by 
§240.15c2-11 and other interested persons the 
effectiveness of the temporary exemption and the 
operation of §240.15c2-11 generally and has 
determined that a number of significant questions still 
remain as to the ultimate course which the Commission 
should take concerning those matters. Until such time 
as those questions are resolved, the Commission 
believes it is consistent with the public interest and the 
protection of investors to extend the expiration date of 
temporary paragraph (f)(4)(T) of §240.15c2-11 to 
January 31, 1978. 


The pertinent text of the rule; as amended temporarily, 
is as follows: 


§240.15c2-11 Initiation or resumption of quotations 
without specific information. 


* * * 





215 U.S.C. 78a et seq., as amended by Pub. L. 94-29 
(June 4, 1975). 


315 U.S.C. 78(b), (c)(k-1), (0) and (w). 


*Exchange Act Release No. 34-12630 (July 15, 1976), 
41 FR 30008 (July 21, 1976), 9 SEC DOCKET 1114 
(July 28, 1976). 


SExchange Act Release No. 34-12969 (November 15, 
1976), 41 FR 50646 (November 17, 1976), 10 SEC 
DOCKET 953 (November 30, 1976). 


®Exchange Act Release No. 34-13310 (February 28, 
1977), 42 FR 13109 (March 9, 1977) 11 SEC DOCKET 
1880 (March 15, 1977). 


7Exchange Act’ Release No. 34-13544 (May 16, 1977), 
42 FR 27880 (June 1, 1977), 12 SEC DOCKET 431 
(May 31, 1977). 
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(f) The provisions of this section shall not apply to: 


* * * * * 


(4)(T) The publication or submission of a quotation 
respecting a security which, at least once each fifth 
business day, has been the subject of both bid and ask 
quotations at specified prices reported to, and 
published by, an inter-dealer quotation system 


(i) which has reported to the broker or dealer who 
wishes to submit such a quotation that records of the 
system reflect that at least one registered broker or 
dealer has made, or 


(ii) to which a registered broker or dealer who wishes to 
submit such a quotation has reported or represented 
that he has made both bid and ask quotations at 
specified prices on each of at least 12 business days 
withing the previous 30 calendar days, with no more 
than 4 business days in succession without a reflection 
of the existence of such a two-way quotation. 


This temporary subsection shall expire on January 31, 
1978. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13808/July 28, 1977 


Administrative Proceeding File No. 3-5214 
In the Matter of 

LOCAL FINANCE CORPORATION 
(81-261) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Local Finance 
Corporation, an Indiana corporation, under Section 
12(h) of the Securities Exchange Act of 1934 (the ‘‘1934 


Act’’) for an exemption from the reporting 
requirements of Section 15(d) of the 1934 Act, 
commencing with the annual report on Form 10-K for 
the period ended December 31, 1976. It appears to the 
Commission that the requested exemption is not 
inconsistent with the public interest or the protection of 
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investors in view of the fact that all outstanding 
subordinate Capital Notes, Series A, B, C, and D (the 
‘*Notes’’) were called for redemption as of January 28, 
1977; there were only 31 holders of the Notes with an 
aggregate principal amount of $182,000 as of the date 
of the application; and there is no'trading or trading 
interest in the Notes. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13809/July 28, 1977 


An order has been issued granting the application of 
the Philadelphia Stock Exchange, Inc. for unlisted 
trading privileges in the $2 Cumulative Preferred, 
Series A Stock, no par value of Trans-World Airlines, 
Inc. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20116/July 26, 1977 





In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6028) 
ORDER AUTHORIZING SALE OF UTILITY ASSETS 


Indiana & Michigan Electric Company (‘‘I&M’’), an 
electric utility subsidiary company of American Electric 
Power Company, Inc. (‘‘AEP’’), a registered holding 
company, has filed a declaration with this Commission 
pursuant to Section 12(d) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 44 promulgated 
thereunder regarding the following proposed transac- 
tion. 


1&M proposes to sell to Radio Corporation of America 
(‘‘RCA’’), which is not affiliated with either |1&M or 
AEP, certain substation facilities which are located in 
place on the premises of RCA at Marion, Indiana, and 
certain real property, consisting of approximately .8 
acre, upon which the substation facilities are situated. 
The substation facilities were constructed by |&M for 
the sole purpose of serving RCA. Under the present 
service contract RCA has the right to select a tariff 
other than that specified in the contract, Tariff Q.P., if 
RCA deems an alternate tariff to be more favorable. 





RCA has selected a tariff, Tariff 1.P., the application of 
which depends upon RCA having its own substation. 


The substation facilities to be sold include a 35.5 
KV/4KV step-down transformer installation (composed 
primarily to two 12/16/20 MVA34.5/12/4KV_ trans- 
formers and associated lighting and fuse protection), 
five 4KV circuit breakers, and the substation structure 
and fencing. The proposed sales price for the 
substation facilities is $254,634, which is equal to 
current reproduction cost less depreciation. The 
original cost of the substation facilities was $136,050, 
and the original cost less book depreciation is $92,201. 
The proposed sales price of the land underlying the 
substation facilities is $1,188. Such land had an original 
cost of $1,169. 


The fees and expenses to be incurred by I&M in 
connection with the transaction are estimated not to 
exceed $2300. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20093), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 


thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20117/July 26, 1977 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 
Westborough, Massachusetts 01581 


(70-6031) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
COMMON STOCK PURSUANT TO EMPLOYEES’ 
SHARE OWNERSHIP PLAN AND REQUEST FOR 
EXEMPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that New England 
Electric System (‘‘NEES’’), a registered holding 
company, has filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Sections 
6(a) and 7 of the Act and Rule 50(a)(5) promulgated 
thereunder as applicable to the following proposed 
transaction. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


NEES proposes to issue and sell from time to time 
through December 31, 1979, up to 300,000 shares of its 
authorized but unissued common stock, par value 
$1.00, through a NEES Companies Employees’ Share 
Ownership Plan (‘‘Plan’’). The proceeds of the sale will 
be used for investment in NEES’ subsidiaries, for 
payment of NEES’ indebtedness, or for general 
purposes. 


Each employee of NEES and its direct and indirect 
subsidiaries, Granite State Electric Company, 
Massachusetts Electric Company, Narragansett Elec- 
tric Company, New England Energy Incorporated, New 
England Power Company and New England Power 
Service Company (‘‘Employers’’) who has completed at 
least one year of service as of January 1, 1976, will 
participate in the Plan as of that date. Each other 
employee will become a participant on the first day of 
the Plan year in which he completes one year of service. 
Participation in the Plan will terminate when 
employment terminates. 


The Employers will contribute to a trust (‘‘Trust’’) in 
each year an amount equal to the additional one percent 
investment tax credit allowed for the Plan year under 
Section 46(a)(2)(B)(i) of the Internal Revenue Code 
(‘‘Code’’). In addition, if an appropriate election is 
made on the consolidated federal income tax return and 
to the extent matched by participant contributions, the 
Employers wiil contribute to the Trust in each Plan year 
commencing on or after January 1, 1977, an amount not 
in excess of an additional one-half of one percent 
investment tax credit under Section 46(a)(2)(B)(ii) of 
the Code. Contributions to the Trust by the Employers 
will be made for each Plan year on the due date (unless 
extended) for filing the consolidated federal income tax 
return for the corresponding tax year. The trustee, the 
First National Bank of Boston, will purchase common 
shares of NEES on or before the thirtieth day following 
the date of the contribution. In the case of Plan years 
beginning after December 31, 1976, if the full amount 
of the investment credit is not utilized for a Plan year 
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because the credit is limited on the basis of the tax 
payable for the year, then that protion of the additional 
credit not so utilized shall be contributed to the Trust at 
the time when such portion is so utilized. 


Participants shall not be required to make contributions 
to the Trust. However, if elected by NEES on its 
consolidated federal income tax return, participants 
may, for Plan years commencing on or after January 1, 
1977, make contributions in an aggregate amount not in 
excess of an additional one-half of one percent 
investment credit, which contributions will be matched 
in alike amount by the Employers. The amount of the 
contributions to be made by a participant for a Plan 
year will be based on the ratio of his compensation for 
the Plan year to the total compensation of all 
participants making matching contributions. Parti- 
cipant contributions shall be invested by the trustee in 
NEES common shares within thirty days of payment. 


The value of common shares purchased from NEES will 
be based on the average of the closing prices on the 
New York Stock Exchange-Composite Transactions 
listing for the twenty consecutive trading days 
immediately preceding the purchase date. The trustee 
will be required to purchase common shares directly 
from NEES unless the market value of a common share 
is less than 80% of book value, in which case NEES 
management will instruct the trustee whether to 
purchase shares from NEES or in the open market. 


A separate account for each participant, reflecting the 
number of common shares credited thereto, will be 
established and maintained by the trustee. If parti- 
cipant contributions are made to the trust, two accounts 
shall be maintained for each participant, one for 
Employer contributions and the other for participant 
contributions. Contributions to the Trust by the 
Employers of an amount determined pursuant to 
Section 46(a)(2)(B)(i) of the Code, less an amount equal 
to the expenses of the Plan but not in excess of 
statutory limitations, shall be combined and allocated 
to the account of each partcipant based on the ratio of 
the participant’s compensation for the Plan year for 
which the contribution is made to the total 
compensation of all participants for such Plan year. 
Contributions to the Trust by the Employers of an 
amount determined pursuant to Section 46(a)(2)(B) (ii) 
of the Code shall be combined and allocated to the 
contributions of each participant. 


Cash dividends received on common shares held by the 
trustee, less an amount necessary to pay expenses of 
administering the Plan but not in excess of statutory 
limitations, will be invested by the trustee in 
common shares as soon as practicable. Common shares 
so purchased will be allocated to each participant’s 
account or accounts based on the ratio of the common 
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shares in each account to the total common shares in all 
participants’ accounts. 


As soon as practicable after the end of each plan year, 
each participant will be furnished a statement showing 
the status of his account or accounts at the beginning 
and end of the Plan year, any changes in his account or 
accounts during the Plan year, and other information 
that may be pertinent. 


A participant’s account or accounts shall become 
distributable to him (or, in the event of his death, to the 
beneficiary designated by him) upon the termination of 
his participation. A participant may, subject to certain 
restrictions, prior to termination of employment apply 
for a distribution of a portion or all of the balance in his 
account or accounts, if such portion or balance has been 
allocated to his account or accounts for a period of at 
least eighty-four months beginning after the month in 
which the allocation was made. Distributions shall be 
made in whole common shares. Any fractional share 
allocated to a participant’s account shall be paid in 
cash. A participant shall at all times have a fully vested 
and nonforfeitable right to the common shares credited 
or creditable to his account or accounts. 


The Board of Directors of New England Power Service 
Company shall have the sole authority to appoint and 
remove the trustee. The trustee shall have the sole 
responsibility for administration of the Trust and the 
management of Plan assets held under the Trust, as 
and to the extent set forth in the Trust. The trustee will 
accept and hold in the Trust contributions made by the 
Employers or participants pursuant to the Plan. A 
committee (‘‘ESOP Committee’’) shall be the named 
fiduciary, which shall have authority to control and 
manage the operation and administration of the Plan. 
Among other duties, the ESOP Committee will deliver 
or cause to be delivered to each participant proxy 
statements and other communications which are 
distributed to owners of NEES common shares. Each 
participant shall have the right to direct the trustee to 
exercise the voting rights with respect to all the whole 
and fractions of common shares allocated to his 
account. 


No amendment of the Plan may be made which will (1) 
deprive any participant or beneficiary of any part of an 
account existing on the date of such amendment; (2) 
result in the reversion to an Employer of any part of the 
funds contrary to the provisions of the Plan; or (3) 
increase the duties or liabilities of the trustee without 
its written consent. Any Employer, with the written 
consent or vote of the board of directors of each other 
Employer, may terminate the Plan at any time. 


NEES requests on exemption from the competitive 
bidding requirements of Rule 50 under Rule 50(a)(5) for 





the proposed issuance and sale of common stock to the 
Plan. 


The fees and expenses to be incurred in connection with 
the proposed sale of the common shares are estimated 
at $150,000 through 1981. Pursuant to Internal Revenue 
Service regulations, these fees and expenses will be 
paid from the Trust. Included in such estimate are fees, 
in an.amount to be specified by amendment, for 
services to be performed, at cost, by New England 
Power Service Company (an affiliate of NEES). It is 
stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 18, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon the 
applicant-declarant at the above-stated address and 
proof of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20118/July 27, 1977 


In the Matter of 


THE CONNECTICUT LIGHT AND POWER CON- 
PANY 
Berlin, Connecticut 06037 


(70-6019) 


ORDER AUTHORIZING ACQUISITION OF UTILITY 
ASSETS BY OPERATING SUBSIDIARY 


Connecticut Light and Power Company (‘‘CL&P’’), an 
electric and gas utility subsidiary of Northeast Utilities 
(‘‘Northeast’’), a registered holding company, has filed 
an application-declaration and an amendment thereto, 
pursuant to Sections 9(a) and 10 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) as applicable to 
the proposed transactions. 


It is stated that CL&P and Southern Connecticut Gas 
Company (‘‘Southern’’) have entered into an 
agreement, subject to the approval of this Commission 
and the State of Connecticut Public Utilities Control 
Authority, dated as of March 1, 1977 (‘‘Storage Agree- 
ment’’) with respect to, among other matters, the 
storage by Southern in its storage tank of a quantity of 
CL&P’s liquified natural gas (‘‘LNG’’). Pursuant to the 
provisions of the Storage Agreement CL&P has agreed 
to purchase, a12’’ natural gas pipeline (‘‘Interconnec- 
tion’’) constructed and owned by Southern and 
extending approximately 1.2 miles from Southern’s gas 
distribution system in the Town of Stratford, 
Connecticut to connect with CL&P’s gas distribution 
system in the Town of Shelton, Connecticut, and acting 
as a pipeline interchange between the two systems. The 
Interconnection was constructed by Southern in 1973 
and 1974 pursuant to a letter agreement between 
Southern and Northeast utilities Service Company 
(‘‘NUSCO’’), an associate company of CL&P. Under 
the terms of this agreement, which was signed by 
Southern on April 9, 1973, and by NUSCO on May 9, 
1973, NUSCO agreed to lease a quantity of space in the 
LNG Tank, Southern agreed to construct the 
Interconnection, and both parties agreed to execute, at 
a later date, a contract delineating the specific terms 
and conditions of the storage arrangement. 
Negotiations leading to this agreement had been in 
progress since 1971, and it was understood that NUSCO 
would reimburse Southern for its construction of the 
Interconnection, either directly or by means of storage 
and delivery charges set at sufficiently high levels to 
enable Southern to recover its Interconnection costs 
over the life of the storage contract. It is stated 
that implementation of the Storage Agreement is 
important to CL&P to insure the provision of 
economical service to its customers during periods of 
peak use. It is contemplated that LNG stored in the 
LNG Tank, or its vaporized equivalent delivered by 
Southern through the Interconnection, will supplement 
CL&P’s pipeline supplies during such periods, and will 
make it unnecessary for CL&P to purchase equivalent 
quantities of propane, a more expensive supplement. 


Pursuant to the Storage Agreement, Southern will 
provide CL&P with storage capacity for a substantial 
quantity of CL&P’s LNG for an initial term of three 
years from August 1, 1977, through July 31, 1980, and 
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for an additional period extending, upon CL&P’s 
continued compliance with certain specified require- 
ments, up to July 31, 1987. LNG stored by CL&P 
pursuant to the Storage Agreement will be stored in 
Southern’s LNG storage tank (‘‘LNG Tank’’) located in 
the Town of Milford, Connecticut. CL&P will deliver its 
LNG to the LNG Tank by truck. At CL&P’s request, 
Southern will either deliver CL&P’s LNG directly out of 
storage in the LNG Tank to CL&P’s trucks, or will 
provide CL&P with an equivalent quantity of gas in 
vaporized form through the Interconnection. It is 
anticipated that most of the gas delivered by Southern 
to CL&P and charged to CL&P’s account in the LNG 
Tank will be delivered through the Interconnection. 
Although not covered by the terms of the Storage 
Agreement, it is also contemplated that, from time to 
time, and under a separate agreement, CL&P may 
deliver a portion of its pipeline gas to Southern through 
the Interconnection, which gas would be liquified by 
Southern and stored in the LNG Tank for CL&P’s 
account. 


The Storage Agreement further provides that CL&P is 
obligated to reimburse Southern directly for Southern’s 
construction of the Interconnection. The principal 
amount of the cost of the Interconnection to be 
reimbursed by Southern is $311,273.21, which consists 
of (1) construction expenses actually incurred by 
Southern during 1973 and 1974 and (2) interest on such 
expenses accrued through January 31, 1977. CL&P is to 
reimburse Southern in twenty semi-annual payments, 
the first of which was made on February 1, 1977. The 
unpaid balance of the principal amount of the cost of 
the Interconnection will bear interest at the prime rate 
charged by Citibank of New York, New York, or any 
successors thereto, as such rate may change from time 
to time. It is contemplated that title to the Interconnec- 
tion will be transferred by Southern to CL&P on or 
before August 1, 1977. At the time title is transferred, 
Southern will convey to CL&P such rights, to the extent 
legally permissible, as may be necessary to allow CL&P 
to own, operate and maintain the Interconnection. It is 
stated that acquisition of title by CL&P to the Inter- 
connection is desirable for the following reasons: (1) the 
Interconnection is an integral and essential part of the 
storage and delivery arrangement provided for in the 
Storage Agreement and use of the Interconnection will 
enable CL&P to deliver into its distribution system gas 
charged to its account in the LNG Tank more quickly 
and economically, in most instances, than would be 
possible if it were compelled to remove LNG directly 
from the LNG Tank and to vaporize such 
LNG at its own vaporization facilities, and (2) such 
acquisition of title will insure that CL&P will have the 
use, control and enjoyment of the Interconnection 
throughout its useful life, both during and after the 
term of the Storage Agreement and, as owner of the 
Interconnection, will be able to use and/or dispose of 
the Interconnection, following the termination of the 
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Storage Agreement, as the interests of its customers 
may require. 


It is contemplated that Southern will operate and 
maintain the Interconnection until such time as title 
thereto is conveyed to CL&P, and CL&P will reimburse 
Southern for all expenses incurred in such operation 
and maintenance. Upon conveyance of title to CL&P, 
CL&P will have the option either itself to operate and 
maintain the Interconnection or to request Southern to 
continue such operation and maintenance at CL&P’s 
expense. 


The order of the Connecticut Public Utilities Control 
Authority approving the sale of the Interconnection and 
the Storage Agreement has been filed by amendment. 
It is further stated that no other state commission or 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. The fees, 
commissions and expenses to be :paid or incurred, 
directly or indirectly, in connection with the acquisition 
by CL&P of title to the Interconnection are presently 
estimated at approximately $2,500 in legal fees, plus an 
estimated payment of $1,000 to NUSCO for expenses 
incurred by NUSCO in connection with the acquisition. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20070), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective. 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9865/July 22, 1977 


In the Matter of 
PURITAN FUND, INC. 
and 


FIDELITY MANAGEMENT & RESEARCH CO. 
82 Devonshire Street 
Boston, Massachusetts 02109 


(812-4111) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER EXEMPTING A PROPOSED EXCHANGE OF 
SHARES FROM THE PROVISIONS OF SECTIONS 
22(c), 22(d) AND RULE 22c-1 THEREUNDER AND 
FOR AN ORDER PURSUANT TO SECTION 17(d) AND 
RULE 17d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Puritan Fund, Inc. 
(‘‘Puritan’’), registered under the Investment 
Company Act of 1940 (‘‘Act’’) as an open-end, 
diversified management investment company, and 
Fidelity Management & Research Company (‘‘FMR’’), 
investment adviser to Puritan (collectively referred to 
as ‘‘Applicants’’), filed an application on March 25, 
1977, and an amendment thereto on June 17, 1977, for 
an order of the Commission pursuant to Section 6(c) of 
the Act exempting from the provisions of Section 22(c), 
Rule 22c-1 and Section 22(d) of the Act the proposed 
exchange of Puritan shares at net asset value without a 
sales charge and at a price other than the price next 
determined after receipt of a purchase order for 
substantially all of the assets of Blanchard Investment 
Company, Inc. (‘‘Blanchard’’), a personal holding 
company; and for an order pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder permitting an 
agreement between Puritan and FMR calling for 
Puritan and FMR each to bear one-half of Puritan’s 
out-of-pocket expenses related to the above proposed 
exchange of shares up to a maximum of $5,000, and for 
all of such out-of-pocket expenses in excess of $5,000 to 
be borne by FMR. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Puritan’s shares are currently being offered by Fidelity 
Distributors Corp., its principal underwriter, for sale to 
dealers who in turn resell them to the public at public 
offering prices consisting of the net asset value per 


share plus varying sales loads described in Puritan’s 
current prospectus. FMR is an investment adviser 
registered with the Commission under the Investment 
Advisers Act of 1940. Since FMR acts as investment 
adviser to Puritan it is an affiliated person of Puritan 
under Section 2(a)(3)(E) of the Act. 


Based upon representations made by or for Blanchard, 
Applicants represent that Blanchard is a corporation 
organized and existing under the laws of Massa- 
chusetts. Its common stock, which is its only class of 
securities outstanding, is held of record by thirty-one 
individuals, trusts, estates or nominees for such pur- 
sons. Puritan represents that there is no connection 
between it and Blanchard, no affiliated person of 
Blanchard is an affiliated person of Puritan, and no 
affilated person of Puritan is an affiliated person of 
Blanchard. 


Applicants state that Puritan and Blanchard have 
entered into an Agreement and Plan of Reorganization 
(the ‘‘Plan’’) which provides for the transfer of sub- 
stantially all of the securities owned by Blanchard 
(which securities had a market value of $4,571,245 on 
December 31, 1976) to Puritan in exchange for shares of 
capital stock of Puritan. The shares of Puritan are to be 
acquired at net asset value without a sales charge. 
Pursuant to the Plan, Puritan shares having an aggre- 
gate net asset value equal to the value of Blanchard’s 
assets to be acquired shall be issued in exchange 
therefor (the number of shares to be determined by 
dividing the aggregate market value of Blanchard’s 
assets to be acquired by the net asset value per share of 
Puritan). The net asset value per share of Puritan and 
the market value of the assets of Blanchard to be 
acquired by Puritan will be determined as of the close 
of business of the New York Stock Exchange on the 
business day next preceding the Closing Date. The 
actual exchange of Blanchard’s assets for shares of 
Puritan will be on the Closing Date. If the valuation 
under the Plan had taken place at the close of business 
on April 15, 1977, approximately 477,459 shares having 
a net asset value of $11.07 each of Puritan would have 
been issued for substantially all of the assets of 
Blanchard having an aggregate value of $5,285,470, as 
of that date. Puritan currently expects to sell 
approximately $1,600,000 (or about 29%) of the 
securities to be acquired from Blanchard within a 
relatively short period following their acquisition. 


The Plan also provides for the retention by Blanchard of 
an amount of cash not to exceed $25,000 to cover its 
expenses related to the above proposed exchange of 
shares, and any liabilities it may have to shareholders 
exercising appraisal rights granted under state law. 
The Plan further provides that, to the extent these 
expenses and liabilities are less than the amount of 
cash so withheld, Blanchard will invest such excess 
cash in additional shares of Puritan at the net asset 
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value of such shares next computed after the excess 
cash is deposited with Puritan. 


Applicants state that when received by Blanchard the 
shares of Puritan are to be distributed to Blanchard’s 
shareholders in complete liquidation of Blanchard, in 
proportion to their respective stock ownership in 
Blanchard. It is acondition to the obligations of Puritan 
and Blanchard under the Plan that, prior to the 
exchange of Blanchard’s assets for Puritan shares, 
Puritan and Blanchard shall have received a written 
ruling from the Internal Revenue Service satisfactory to 
counsel for Puritan and Blanchard in form and content, 
or an opinion from Puritan’s and Blanchard’s 
respective counsel to the effect that the Plan, the 
acquisition of Blanchard’s assets by Puritan and the 
receipt of Puritan shares in exchange therefor, and the 
distribution of such Puritan shares to Blanchard’s 
shareholders will not result in taxable gains either to 
Blanchard or Puritan or to any of their shareholders, 
although such conditions may be waived by either 
Blanchard’s or Puritan’s Board of Directors. 


The application states that as of December 31, 1976, the 
Federal tax cost basis of the Blanchard securities which 
are proposed to be transferred was $4,215,871, and 
their market value was $4,571,245. The Federal tax cost 
basis and market value of the securities in Puritan’s 
portfolio was $695,718,866 and $774,910,268, respect- 
ively. The proportion of unrealized appreciation of the 
assets of Puritan is greater than such appreciation of 
the Blanchard assets to be transferred. Accordingly, 
the Directors of Puritan have determined that no 
adjustment to the Blanchard assets need be made to 
protect Puritan shareholders against possible tax 
liability resulting from the eventual disposition by 
Puritan of Blanchard assets, and that a net asset value 
exchange is appropriate under the circumstances. 


The proposed exchange of shares set forth above will be 
accounted for as a purchase transaction and Puritan will 
record the market value of Blanchard’s investments as 
its basis for cost, and thus will not recognize any 
unrealized appreciation or depreciation on the trans- 
action. Applicants state that Puritan will recognize a 
capital loss carry forward in the amount of approxi- 
mately $6,500 from the transaction since under the 
provisions of the Internal Revenue Code Blanchard’s 
current $130,000 capital loss forward will be reduced by 
5 percent for each percentage point that the Blanchard 
assets are less than 20 percent of the combined 
Blanchard-Puritan assets. Applicants further state that 
because of these factors, it is anticipated that the 
transaction will have no adverse impact on Puritan. 


Section 22(c) of the Act and Rule 22c-1 thereunder 
taken together provide, in pertinent part, that a 
registered investment company may not issue its 
redeemable securities except at a price based on the 
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current net asset value of such security which is next 
computed as of the close of trading on the New York 
Stock Exchange next following receipt of an order to 
purchase such security. 


Section 22(d) of the Act provides, in pertinent part, that 
a registered investment company may sell redeemable 
securities issued by such company only at the current 
public offering price described in the prospectus. The 
current public offering price of the shares of Puritan as 
described in its propsectus is net asset value plus a 
sales charge. 


Applicants further state that without an exemption 
from Sections 22(c) and 22(d) of the Act and Rule 22c-1 
thereunder, Puritan would be prohibited from: (a) 
exchanging its shares at net asset value, without a sales 
charge, for substantially all of the assets of Blanchard, 
and (b) effecting the proposed exchange transaction on 
the Closing Date based on the market value of the 
assets of Blanchard to be transferred and net asset 
value per share of Puritan, both determined as of the 
valuation time which is the close of business on the last 
business day immediately preceding the Closing Date. 
Because the Closing Date and the Valuation Date will 
be fixed in advance, and in view of the short time span 
involved Applicants argue that the possible abuses at 
which Rule 22c-1 is directed will not exist. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt any person or 
transaction from any provision under the Act or of any 
rule or regulation thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


Applicants represent that they consider the proposed 
exchange of shares to be at a fair price, arrived at by 
arms-length bargaining, and believe that the granting 
of the requested exemption from the provisions of 
Section 22(c), Rule 22c-1 and Section 22(d) of the Act is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act, and 
that the proposed acquisition will be beneficial to the 
shareholders of Puritan for the following reasons: 


(1) Those expenses of Puritan which do not rise pro- 
portionately with an increase in portfolio size will be 
spread over a larger number of shares, and therefore 
will be a smaller amount per share to the benefit of 
existing shareholders; 


(2) the proposed exchange of shares will enable 
Puritan to acquire at one time additional securities for it 





existing portfolio without affecting the market in such 
securities; and 


(3) even after offsetting brokerage commissions and 
approximate principal transaction costs involved in 
disposition of securities which Puritan does not expect 
to retain for any significant period after completion of 
the proposed exchange of shares, the transfer of 
portfolio securities to be retained pursuant to the 
proposed acquisition will cause Puritan less expense 
than the purchase of securities of the same issuers in 
the open market. 


Applicants have also entered into an agreement calling 
for Puritan’s out-of-pocket expenses related to the 
above proposed exchange of shares (excluding state 
and federal registration fees applicable to the shares of 
Puritan to be issued pursuant to the Plan which shall be 
paid by Puritan) up to a maximum of $5,000 to be borne 
one-half by Puritan and one-half by FMR, and for all 
such expenses in excess of $5,000 to be borne by FMR. 
The estimated expenses of the proposed transaction 
other than those being borne by Blanchard are 
expected to be $10,000 or less. Under the agreement, 
Puritan would bear $2,500 of these expenses and FMR 
would bear the balance. Because this agreement may 
be deemed to be a joint and several transaction by 


Puritan with an affiliated person of its, Applicants state’ 


that an order pursuant to the provisions of Rule 17d-1 
under the Act approving the terms of the agreement 
may be necessary. 


As noted above, Applicants have determined that 
Puritan will benefit from the proposed exchange of 
shares both from a spreading of fixed expenses over a 
broader asset base and because of the opportunity to 
obtain portfolio securities at reduced acquisition costs. 
On this basis, the directors of Puritan (including a 
majority of the disinterested directors) concluded that 
Puritan could properly bear all of the expenses related 
to the proposed exchange of shares. This being the 
case, the directors of Puritan (including a majority of 
the disinterested directors) concluded that an 
arrangement whereby Puritan would bear only part of 
such expenses, with a maximum exposure of $2500, 
was entirely appropriate. 


Rule 17d-1, adopted by the Commission pursuant to 
Section 17(d) of the Act, provides, in pertinent part, 
that no affiliated person of any registered investment 
company and no affiliated person of such a person, 
acting as principal, shall participate in, or effect any 
transaction in connection with any joint enterprise or 
other joint arrangement in which such registered 
company is a participant unless an application 
regarding such joint enterprise or arrangement has 
been filed with the Commission and has been granted 
by an order. A joint enterprise or other joint arrange- 
ment as used in this Rule is any written or oral plan, 


contract, authorization or arrangement, or any practice 
or understanding concerning an enterprise or 
undertaking whereby a registered investment company 
and any affiliated person of such registered investment 
company, or any affiliated person of such a person, 
have a joint or a joint and several participation, or share 
in the profits of such enterprise or undertaking. In 
passing upon such application, the Commission will 
consider whether the participation of such registered 
investment company in such joint enterprise or joint 
arrangement on the basis proposed is consistent with 
the provisions, policies and purposes of the Act, and 
the extent to which such participation is on a basis 
different from or less advantageous than that of other 
participants. 


Puriiar represents that is management believes that 
the granting of the application and the issuance of the 
requested Section 17 order would be consistent with the 
provisions, policies and purposes of the Act and that, to 
the extent that the participation of Puritan is different 
from that of FMR, it is more advantageous than FMR’s 
participation because any expenses in excess of $5,000 
will be borne by FMR. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 16, 1977, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reasons for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon the 
Applicants at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney at law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9866/ July 22, 1977 


In the Matter of 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


DC VARIABLE ACCOUNT-! 


HARTFORD FUND, INCORPORATED 
Hartford Plaza 
Hartford, Connecticut 06115 


and 


AXE SECURITIES CORPORATION 
400 Benedict Avenue 
Tarrytown, New York 10591 


(812-4096) 


NCTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTIONS 12(d)(1), 
22(d), 26(a)(2), 27(a)(3) and 27(c)(2), AND FOR 
APPROVAL OF AN OFFER OF EXCHANGE 
PURSUANT TO SECTION 11 OF THE ACT AND FOR 
AN ORDER PURSUANT TO SECTION 9(c) OF THE 
ACT FOR EXEMPTION FROM SECTION Q(a). 


NOTICE IS HEREBY GIVEN that Hartford Variable 
Annuity Life Insurance Company (‘‘HVA’’), a stock life 
insurance company organized under the laws of the 
State of Connecticut; Hartford Variable Annuity Life 
Insurance Company DC Variable Account-! (‘‘DC-I’’), a 
separate account of HVA, registered as a_ unit 
investment trust under the Investment Company Act of 
1940 (‘‘Act’’); Hartford Fund, Incorporated (‘‘Fund’’), 
a management open-end diversified investment 
company registered under the Act; and Axe Securities 
Corporation (‘‘Axe’’), a Delaware corporation 
registered as a broker-dealer under the Securities 
Exchange Act of 1934, sponsor-depositor and principal 
underwriter of DC-I, (collectively ‘‘Applicants’’) filed 
an Application on February 27, 1977 and amendments 
thereto on May 16 and July 20, 1977, pursuant to 
Section 6(c) of the Act for an order exempting 
Applicants from the provisions of Sections 12(d)(1), 
22(d), 26(a)(2), 27(a)(3) and 27(c)(2), to the extent 
requested, and pursuant to Section 11 of the Act for a 
order approving certain offers of exchange and for an 
order pursuant to Section 9(c) of the Act for exemption 
from Section 9(a). All interested persons are referred to 
the Application on file with the Commission for a 
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statement of the representations contained therein 
which are summarized below. 


DC-i was created and organized as a unit investment 
trust class of investment company by means of a certain 
custodian agreement dated March 10, 1976 by and 
between Axe, as sponsor-depositor, and Hartford 
National Bank and Trust Company (‘‘HNB’’), as 
custodian. DC-! was registered with the Securities and 
Exchange Commission under the Act on March 12, 
1976. 


On May 1, 1977 Hartford Variable Annuity Life 
Insurance Company, a South Carolina corporation, was 
merged into Hartford Variable Annuity Life Insurance 
Company of Connecticut and, simultaneously, the 
name of the latter company was changed to Hartford 
Variable Annuity Life Insurance Company. 


All of the outstanding shares of common and preferred 
stock of Axe are owned of record and beneficially by 
E.W. Axe & Co., Inc. which serves as investment 
adviser to the Axe-Houghton Funds group; as 
investment adviser to Fund, the shares of which will 
serve as the underlying investment media of, inter alia, 
DC-I; and as investment adviser to Hartford Variable 
Annuity Life Insurance Company Separate Account 
(‘‘HVA Separate Account’’), another separate account 
of HVA registered under the Act. 


Fund is a series investment company which has two 
classes or series of stock; i.e., shares of the ‘‘Bond 
Series’’ and shares of the ‘‘Stock Series’’. It is 
registered with the Securities and Exchange 
Commission as an open-end, diversified, management 
investment company pursuant to the Act and its shares 
are registered pursuant to the Securities Act of 1933. 


The Group Flexible Funding Annuity Contracts 
(‘‘contract’’ or ‘‘contracts’’ as the context requires) to 
be issued by HVA with respect to DC-I are designed for 
purchase by public employers such as states, 
municipalities, other political sub-divisions, and by 
other tax-exempt employers in conjunction with 
employee deferred compensation plans established by 
such employers which are, in all instances, tax-exempt 
organizations. 


The purchase payments made pursuant to the terms of 
the contracts will be invested and reinvested in DC-| 
during the accumulation period under the contracts. At 
the time when annuity payments are due to commence 
on behalf of an employee under the terms of the 
employer’s deferred compensation plan, the amounts 
that are held in the individual participant’s account in 
DC-I on behalf of such employee will be transferred to 
Hartford Variable Annuity Life Insurance Company DC 
Variable Account-|! (a companion separate account that 
has been organized as a unit investment trust class of 





investment company and which is registered as such 
with the Commission) (‘‘DC-I!’’), and an annuitant’s 
account will be created in DC-II from which annuity 
payments will be made with respect thereto to the 
employer on behalf of his employee. 


The contracts provide for the purchase of both fixed 
annuity benefits and variable annuity benefits, at the 
direction of the contract owner, and periodic purchase 
payments made pursuant to the terms of the contracts 
will be applied to purchase fixed and/or variable 
benefits in accordance with the contract owner’s 
instructions. Those purchase payments or parts thereof 
that are to be applied to DC-| during the accumulation 
period will, after deduction of sales charges, minimum 
death benefit premium charges, and any applicable 
annuity premium tax charges be invested, again at the 
direction of the Contract Owners, in Fund ‘‘Bond 
Series’’ shares or Fund ‘‘Stock Series’’ shares or a 
combination thereof. 


Section 12(d)(1) 


Section 12(d)(1) of the Act provides that a registered 
investment company may not purchase or otherwise 
acquire securities issued by another investment 
company if, as a result-of such transaction, the 
acquiring company would own in the aggregate: (1) 
more than 3% of the total outstanding voting stock of 
the acquired company; (2) securities issued by the 
acquired company having an aggregate value in excess 
of 5% of the value of the total assets of the acquiring 
company; or (3) securities issued by the acquired 
company and all other investment companies having an 
aggregate value in excess of 10% of the value of the 
total assets of the acquiring company. 


However, Section 12(d)(1)(E) specifically exempts a 
security or securities purchased or acquired by an 
investment company, the depositor of or principal 
underwriter for which is a broker-dealer registered 
under the Securities Exchange Act of 1934 and the 
investment portfolio of which consists only of such 
securities (or such securities are the only securities held 
by a registered unit investment trust issuing two or 
more classes or series of securities, each of which 
provides for the accumulation of shares of a different 
investment company). 


Applicants assert that the Investment Company Act 
Amendments of 1970 amended Section 12(d)(1) of the 
Act in order to limit the creation of new fund-holding 
companies and to deal with the problems raised by 
foreign-based fund-holding companies that invested 
primarily in the securities of American funds and which 
were not themselves subject to the federal securities 
laws. The exemption from the proscriptions of Section 
12(d)(1) provided by Section 12(d)(1)(E) is not 
applicable to the DC-I/Fund situation because DC-I is a 


unit investment trust that issues only one class or series 
of contracts which provide for investment in the shares 
of the Fund, a series fund having two classes or series 
of shares. 


Applicants have requested an exemption from Section 
12(d)(1) of the Act in order that DC-l may acquire 
shares of both the ‘‘Bond Series’’ and the ‘‘Stock 
Series’’ of Fund in satisfaction of the directions of the 
contract owners respecting the investment of their 
periodic purchase payments made pursuant to the 
terms of the contracts. 


Section 26(a) and Section 27(c)(2) 


Section 27(c)(2) of the Act provides essentially that a 
registered unit investment trust and any depositor or 
underwriter for such trust are prohibited from selling 
periodic payment plan certificates issued with respect 
to such trust unless the proceeds of all payments other 
than the sales load are deposited with a qualified bank 
as trustee or custodian and held under an indenture or 
agreement containing certain specified provisions 
required by, inter alia, Section 26(a)(2) of the Act. 


Section 26(a)(2) of the Act requires that the custodian 
agreement must provide, in part, that: (i) the custodian 
bank shall have possession of all property of the unit 
investment trust and shall segregate and hold the same 
in, trust; (ii) the custodian. bank shall not resign until 
either the unit investment trust has been liquidated or a 
successor custodian has been appointed; (iii) the 
custodian may collect fees from the income and, if 
necessary, from the corpus of the trust for services 
performed and for reimbursement of expenses 
incurred; and (iv) no payment to the depositor or 
principal underwriter shall be allowed the custodian 
banks as an expense, except a fee, not exceeding such 
reasonable amount as the Commission may prescribe, 
as compensation for performing bookkeeping and other 
administrative expenses normally performed by the 

custodian. ‘ 


Applicants assert that HVA, as a life insurance 
company, may not properly place the assets of DC-I in 
trust with another because the insurance laws of the 
State of Connecticut require HVA to retain ownership 
and control of the disposition of its property. 
Accordingly, Applicants have requested an exemption 
from Sections 26(a) and 27(c)(2) of the Act so that the 
securities and other property of DC-! need not be held 
by HNB as custodian in trust. Applicants state that 
HVA is subject to extensive supervision and control by 
the Connecticut Insurance Commissioner pursuant to 
the requirements of the insurance laws of Connecticut 
and that such supervision and regulation provides 
substantial protections. Thus, Applicants assert that 
they should be exempted from the requirement that the 
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custodian hold the assets of DC-I in Trust in view of the 
extensive state regulation of HVA. 


Section 26(a)(2)(D) provides, inter alia, that the 
custodian shall have the possession of all securities and 
other property in which the funds of the trust are 
invested subject only to the charges and collections 
allowed under Section 26(a)(2) until distribution thereof 
to the security holders of the trust. 


The contracts issued with respect to DC-I provide that 
there shall be deducted from the periodic purchase 
payments made pursuant to the terms of the contracts, 
in addition to the deduction for sales load as permitted 
by Section 27(c)(2), a charge for the minimum death 
benefit undertaking (.75% of each payment) which 
shall be paid to HVA for providing such undertaking 
and acharge for such annuity premium taxes as may be 
payable in accordance with state and local laws. 
Further, the contracts provide that HVA is entitled to 
receive an amount equal to one percent (1%) per 
annum of the value of DC-! for providing the mortality 
and expense risk undertakings in connection with the 
contracts. 


In addition to the deductions for the minimum death 
benefit undertaking, annuity premium taxes and 
mortality and expense undertakings, HVA shall be 
entitled to receive an annual policy fee of $10 which 
shall be reflected as a deduction from the value of each 
contract owner’s or contract participant’s account, as 
appropriate. This fee, which is charged for the 
servicing and handling of a contract owner’s or contract 
participant’s account, will be deducted from. the value 
of each account under a contract on the last business 
day of each calendar year; provided, however, that if 
the value of an account is redeemed in full at any time 
before the last business day of the year, the annual 
policy.fee charge will be deducted from the proceeds of 
such redemption. No annual policy fee deduction wii! 
be made during the annuity payment period. 


Applicants assert that the performance by HVA of 
these administrative and payment processing functions 
will avoid duplication of administrative services and 
reduce the costs incurred thereby. 


Applicants have requested that the Commission enter 
an Order exempting them from the provisions of 
Sections 26(a)(2) and 27(c)(2), to the extent necessary, 
to permit the deduction by HVA of the minimum death 
benefit premiums and payment to HVA of the minimum 
death benefit premiums; to permit the deduction, on a 
daily basis, and payment to HVA by HNB of the 
charges for providing the mortality and expense 
undertakings and for the annual policy fee charges; 
and, depending upon the requirements of the particular 
state, either: (i) to permit the deduction from purchase 
payments when made and payment of applicable 
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annuity premium taxes to such state by HVA, or (ii) to 
permit the deduction of such taxes by HNB from the 
value of the contract account or the participant’s 
account, and the payment of such taxes to such state at 
the time when an annuity is effected. 


As noted above, Section 26(a)(2)(D) of the Act, in 
pertinent part, provides, in substance, that the trustee 
or custodian shall have possession of all securities in 
which the funds of the trust are invested and shall 
segregate the same and hold them in trust until 
distribution. This has been interpreted to mean that the 
securities owned by the trust must be actually 
represented by share certificates maintained in the 
custody of the custodian. The custodian agreement 
between Axe and HNB provides that all Fund shares of 
both Series, and other securities and property acquired 
by or on behalf of DC-!, and all income upon, accretions 
to, and proceeds of such property and funds shall be 
held by the custodian. However, Fund maintains an 
open-account system and certificates for shares of Fund 
of both Series will not be issued until such time as Fund 
shares are made available for purchase by members of 
the general public, and then, share certificates will be 
issued only when requested by the shareholder. 


Applicants assert that the primary purpose of Section 
26(a)(2)(D) is to provide for the safekeeping of assets of 
registered unit investment trusts. Applicants contend 
that to require that share certificates be physically 
issued by Fund to the custodian would not significantly 
add to the safety of the unit investment trust’s assets 
and would result, in fact, only in unnecessary 
administration expenses for the trust. As noted above, 
the assets of DC-I will be invested exclusively in both 
Series of shares of Fund. Furthermore, HNB in its 
capacity as custodian for Fund will have physical 
possession of Fund’s portfolio of securities and other 
assets. Applicants contend that, in their view, the 
issuance of Fund share certificates to the custodian will 
not significantly add to the protective features of the 
custodianship. 


Applicants, accordingly, have requested that the 
Commission enter an Order of exemption from the 
provisions of Section 26(a)(2)(D) and Section 27(c)(2) 
in order that the custodian may accept ‘‘book shares’’ 
on the investment of the purchase payments that are 
made, from time to time, by the contract owners and 
invested in shares of Fund to purchase variable annuity 
bensfits. 


In support of the requested exemptions from the fore- 
going provisions of the Act, Applicants state that HVA 
will pay the custodian fees for the safekeeping of DC-I| 
assets by the custodian. Applicants also state that the 
Fund shares acquired by DC-I will be held in a book 
account (as hereinabove described) so that the 
ownership of Fund shares by DC-I will be indicated only 





on the books of Fund and DC-! and not evidenced by 
transerable stock certificates, and that under the 
Custodian Agreement the assets of DC-! other than the 
Fund shares that come into the hands of the custodian 
will be kept physically segregated by the custodian and 
held separate from the assets of any other firm, person 
or corporation. HVA, under the terms of a certain 
Recordkeeping Agreement with the custodian, will 
maintain a record of all purchases and redemptions of 
Fund-shares in DC-I. 


Applicants further state that HVA is subject to 
extensive supervision and control by the Connecticut 
Insurance Commissioner and the comparable official of 
each state in which it does business. Such supervision 
requires HVA to file complete and detailed periodic 
reports. Applicants also state that the activities of HVA 
are subject to review by the Connecticut Insurance 
Department and its representatives at all times and are 
subject to comprehensive examinations periodically. 
Applicants also state that any substitution of the shares 
of an underlying fund for the shares of Fund can only 
take place with the prior approval of the Commission. 


Applicants contend that the foregoing laws, regulations 
and arrangements will provide substantial assurance 
that all obligations under the contracts issued by HVA 
will be performed. 


Applicants have consented that the foregoing 
requested exemptions from Sections 26(a) and 27(c)(2) 
may be made subject to the following conditions: (1) 
the charges to variable annuity contract owners for 
administrative services shall not exceed such 
reasonable amounts as the Commission shall prescribe, 
jurisdiction being reserved for such purpose, and (2) 
the payment of sums and charges out of the assets of 
DC-I shall not be deemed to be exempted from 
regulation by the Commission by reason of the 
requested Order; provided, that Applicants’ consent to 
this condition shall not be deemed to be a concession to 
the Commission of authority to regulate the payments 
of sums and charges out of such assets other than 
charges for administrative services, and Applicants 
reserve the right in any proceeding before the 
Commission, or in any suit or action in any court, to 
assert that the Commission has no authority to regulate 
the payment of such other sums or charges. 


Section 27(a)(3) 


Applicants represent that the amounts deducted for 
sales charges from periodic payments made pursuant 
to the terms of the contracts are calculated as follows: 


Up to and including $2,500............. 6.25% 


More than $2,500 and up to and 
i A | 2.75% 


More than $50,000 and up to 
and including $100,000 ................ 1.25% 


More than $100,000 


The minimum periodic payment that may be made on 
behalf of a contract participant at any time is $30. 


When an employer making application for a contract 
has 1,000 or more eligible employees, and when 
annualized stipulated purchase payments with respect 
to all participants shall equal or approximate $750,000 
at the end of the contract’s second anniversary, the 
sales load deduction on aggregate contributions up to 
and including $2,500 with respect to each participant 
shall be at the rate of 4.25% instead of 6.25%; all other 
sales charge percentage deductions shall be the same 
as shown above. Additionally, on contracts having 
1,000 or more participants, the annual policy fee shall 
not be charged. 


Section 27(a)(3) provides, in substance, that is shall be 
unlawful for any investment company issuing periodic 
payment plan certificates or any depositor of or 
underwriter for such company to sell any such 
certificate if the amount of sales load deducted from 
any one of the first twelve monthly payments exceeds 
proportionately the amount deducted from any other 
payment of the same series of payments or the amount 
deducted from any subsequent payment exceeds pro- 
portionately the amount deducted from any other 
subsequent payment. 


As the scale of sales load deductions decreases on the 
basis of the total value of the periodic payments made 
rather than on the numerical sequence of the periodic 
payments, the amount of sales load deducted from any 
one of the first twelve monthly payments may exceed 
the amount deducted from any other of the first twelve 
monthly payments or the amount deducted from any 
subsequent payment may exceed proportionately the 
amount deducted from any other subsequent payment. 


Applicants have requested an exemption from the pro- 
visions of Section 27(a)(3) to permit them to deduct 
sales charges on the basis of the sum total of the dollar 
amount of payments made under a contract. 


Sections 11(a) and 11(c) 


Section 11(a) of the Act provides that it shall be 
unlawful for any registered open-end company, or any 
principal underwriter for such a company, to make, or 
cause to be made, an offer to the holder of a security of 
such a company, or of any other open-end investment 
company, to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 
to be exchanged unless the terms of the offer have first 
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been submitted to and approved by the Commission. 
Section 11(c) provides that, irrespective of the basis of 
exchange, the provisions of Section 11(a) shall be 
applicable to any type of offer of exchange of the 
securities of registered unit investment trusts for the 
securities of any other investment company. 


Applicants have requested an Order pursuant to 
Sections 11(a) and 11(c) of the Act in order to permit an 
offer to be made to certain owners of contracts issued 
by HVA Separate Account which has been organized as 
an open-end diversified, management investment 
company and which is registered as such under the Act. 
Cerain of the variable annuity contracts issued with 
respect to HVA Separte Account have been issued in 
connection with tax-qualified retirement plans. 


Applicants state that the requested Order permitting an 
offer of exchange to be made will make available to 
such contract owners certain advantages which will 
accrue to them from owning contracts issued by HVA 
with respect to DC-I. Thus, contract owners will have 
the option of investing payments in a fixed-income 
portfolio of investments as well as an equity portfolio of 
investments, or a combination thereof, with the further 
opiion of making transfers between the two portfolios. 
Further, Applicants assert that income and capital 
gains realized on the DC-I units of interest as the result 
of capital gains realized and dividends paid on portfolio 
securities held by Fund will not be subject to federal 
income tax in the hands of HVA because DC-I will 
qualify under Subchapter M of the Internal Revenue 
Code. Finally, those contract owners of older group 
contracts issued wit respect to HVA Separte Account 
that are presently paying a combined sales and 
administrative expense charge greater than the 
corresponding sales charge under a DC-| contract, may 
find it advantageous to exchange their contracts for a 
DC-!i contract because of the scale of reducing sales 
charges applicable to the latter class of contracts. 


Applicants state that no charges will be assessed in 
connection with the exchange, and the principal abuse 
at which Section 11(a) is directed—the imposition of 
additional sales charges—will not be present. 
Applicants represent that no compensation will be paid 
to any sales representative in connection with any such 
exchange, although compensation may be paid in 
connection with subsequent payments made under the 
terms of a DC-I contract issued in exchange for an HVA 
Separate Account contract. Applicants represent, 
however, that they will seek to assist HVA Separate 
Account contract owners in determining whether or not 
to make an exchange by pointing out the applicable 
factors, and encourage them to do so. There will be no 
requirement on the part of an HVA Separate Account 
contract owner to make such an exchange, and the 
choice of whether or not to make such an exchange shall 
be the contract owner’s alone to make. Entities to 
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whom the exchange offer is made will receive a 
prospectus describing the new contracts, a prospectus 
describing the old contracts, plus such additional 
information as may be necessary to assist contract 
owners in determining whether to make such an 
exchange. 


Applicants assert that, in view of the protections 
afforded by the proposed disclosure to contract owners 
to whom an exchange offer will be made, the proposed 
offer of exchange is fair and should be approved by the 
Commission. 


Accordingly, Applicants have requested that the 
Commission issue an Order approving the offer of 
exchange, as described pursuant to the provisions of 
Sections 11(a) and 11(c) of the Act. 


Sections 22(d) and 27(a)(3) 


Applicants further represent that, in connection with an 
exchange of an HVA Separate Account contract for a 
DC-I contract, the individual account value(s) under the 
contract exchanged will be recognized for purposes of 
determining the appropriate sales charge level, if the 
contract exchanged provides for a graded sales charge 
deduction but not if the contract exchanged provides for 
a level sales charge deduction. There are, at present, 
three outstanding forms of contracts (one individual 
contract and two group contracts) which have been 
issued with respect to HVA Separate Account in 
connection with tax-qualified programs. In the case of 
one of the individual contracts and one of the group 
contracts, sales and administrative expense charges are 
deducted upon a level-load basis of 7.75% and 5.25% 
respectively. In the case of the remaining group 
contract, sales and administrative expense charges are 
deducted upon a sliding scale, with the maximum 
charge being at 6.25%. 


Applicants have stated that the Commission has 
previously issued an Order respecting an offer of 
exchange made to contract owners of contracts issued 
with respect to HVA Separate Account to exchange 
their level-load contracts for graded-load contracts 
under circumstances where no credit was given for the 
amounts accumulated under the exchanged contracts in 
determining the applicable level of sales and 
administrative expense deductions. 


Thus, on December 19, 1974 the Commission issued an 
Order exempting, inter alia, HVA and HVA Separate 
Account from the provisions of Section 27(a)(3) in 
connection with an offer to be made to existing contract 
owners of contracts issued with respect to HVA 
Separate Account to exchange their contracts, which 
were subject to level-load deductions for sales and 
administrative expenses, for contracts subject to 
graded-load deductions for sales and administrative 





expenses; provided, that the contract owner thus 
exchanging his level-load contract would not receive 
credit for such transferred amounts in determining the 
applicable level of deductions from purchase payments 
made under the, new contracts (Investment Company 
Rel. No. 8620). 


Applicants intend to continue to follow the same 
procedure with respect to the exchange of a level-load 
contract funded by HVA Separate Account for a 
graded-load contract to be funded by DC-!, and request 
the Commission to issue an Order exempting the 
exchange from the provisions of Section 27(a)(3) to the 
extent that such an exemptive order may be deemed 
necessary. 


Applicants contend that, since the amount transferred 
to a new DC-I contract upon exchange will not qualify 
the purchaser for a reduced sales charge in the event 
that the HVA Separate Account contract exchanged 
provided for a level sales charge, whereas it will in the 
event that the HVA Separate Account contract 
exchanged provided for a graded sales charge 
deduction, the provisions of Section 22(d) of the Act 
may be violated since the reducing sales charge pro- 
visions of the contract issue with respect to DC-1! will 
not be applicable to sales to all persons on the same 
basis and, hence, may be considered to be 
discriminatory. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal under- 
writer thereof shall sell any redeemable security issued 
by such company to any person except at the current 
offering price described in the prospectus. 


Applicants assert, in support of their Application for an 
exemption from the provisions of Section 22(d), that the 
potential federal income tax advantages to DC-l 
contract owners outweigh any disadvantages that may 
exist because previous payments on a _ level-load 
contract will not be considered in determining the sales 
charges on anew DC-! contract. Applicants also assert 
that the amounts now being deducted, and which will 
be deducted in the future because the load charge is 
level, will be reduced under certain circumstances. 
Thus, a Participant under a group contract subject to a 
level-load charge of 5.25% for sales and administrative 
expenses will have his deductions reduced to 2.75% 
after having achieved the-second sales-charge tier and 
thereafter, and, if he qualifies as a member of a group 
of 1,000 or more employees (as hereinabove described), 
will have his sales charge dropped immediately to 
4.25% and thereafter. The owner of an_ individual 
contract will have his deductions reduced to 6.25% 
immediately. 


Applicants have, accordingly, requested an exemption 
from the provisions of Section 22(d) of the Act in order 


that they may make the offer of exchange as 
hereinabove described. 


Section 6(c) 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes of 
persons, securities or transactions, from the provisions 
of the Act and Rules promulgated thereunder if and to 
the extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


Section 9 


Section 9 of the Act, insofar as is pertinent here, makes 

it unlawful for any person, or any company with which 

such person is affiliated, to act in the capacity of 

employee, officer, director, member of an advisory 

board, investment adviser, principal underwriter or 
depositor of any registered investment company if such 

person by reason of any misconduct is enjoined by any 

court of competent jurisdiction from engaging in or 

continuing any conduct or practice in connection with 

the purchase or sale of any security. 


Section 9(c) provides that upon application the 
Commission shall grant an exemption from the pro- 
visions of Section 9(a) either unconditionally or on an 
appropriate temporary or other conditional basis, if it is 
established that the prohibitions of Section 9(a), as 
applied to the applicant, are unduly or disproportion- 
ately severe or that the conduct of such person has been 
such as not to make it against the public interest or 
protection of investors to grant such application. 


On June 20, 1972, International Telephone and 
Telegraph Corporaton (‘‘ITT’’) and two of its sub- 
sidiaries, HVA and Hamilton Management Corporation 
(‘‘HMC’’) applied under Section 9(c) of the Act for an 
order exempting them from the provisions of Section 
9(a) of the Act. The June 1972 application followed the 
entry of consent injunctions against ITT and two of its 
officers in a Commission enforcement action alleging 
misuse of inside information relating to a material 
change in the posture of Justice Department anti-trust 
litigation against ITT and also alleging the sale of 
unregistered securities.’ 


At the time this application was filed, HMC acted as 
investment adviser and principal underwriter to 
Hamilton Funds, Inc., Hamilton Growth Fund, inc., 
and Hamilton Income Fund, Inc., registered open-end 
investment cqmpanies. HVA (then ITT Variable 





1 Litigation Release No. 5435. 
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Annuity Insurance Company) acted as _ intestment 
adviser and principal underwriter? to Hartford (then 
ITT) Variable Annuity Insurance Company Separate 
Account. In addition, HMC acted as investment adviser 
to HVA. As subsidiaries of ITT, HVA and HMC, 
immediately upon entry of the injunctions referred to 
above, came within the ambit of Section 9(a)(3) of the 
Act, which section, in pertinent part, prohibits any 
company which, by reason of any misconduct, is 
permanently or temporarily enjoined by any court of 
competent jurisdiction from engaging in any conduct or 
practice in connection with the purchase or sale of any 
security, from serving or acting in the capacity of, inter 
alia, investment adviser, depositor or principal 
underwriter of any registered investment company. 
Accordingly, contemporaneously with the entry of the 
June 1972 injunctions, ITT, HVA and HMC applied 
under Section 9(c) for an order of exemption and the 
Commission granted a temporary order of exemption to 
permit the subsidiaries to continue servicing the funds 
involved pending the Commission’s determination of 
the application. In January 1973 the Commission upon 
a request of two intervening parties ordered a hearing 
on the application. 


Hearings on the application by ITT, HVA and HMC 
continued into 1975. During 1975, however, ITT sold 
HMC to Oppenheimer Management Corp.; addition- 
ally, E. W. Axe Co., Inc. and Axe became the principal 
underwriter and investment adviser, respectively, for 
Separte Account. Thus having terminated its affiliation 
with the underwriting, depository and investment 
advisory activities that were subject to the Section 9 
proscription, ITT, its subsidiaries, HVA and HESCO, 
and HMC subsequently withdrew their applications 
under Section 9(c) and accordingly, on November 14, 
1975 such proceedings were ordered cancelled. As a 
result of the withdrawal of the application, the 
temporary order of exemption previously granted by 
the Commission terminated. 


As noted above, DC-! was established by means of a 
custodian agreement between Axe and HNB. 


HVA has entered into an agreement with Axe under the 
terms of which HVA has agreed that it will assume 
responsibility for the maintenance of the records that 
are required to be kept by Axe as depositor under the 
provisions of Section 26(a)(4) of the Act and by Axe as 
depositor and principal underwriter by the provisions of 
Section 31(a) of the Act and Rules 31a-1 and 31a-2 
thereunder. 





2 In 1974, Hartford Equity Sales Company, Inc. (‘“‘HESCO”), 
a wholly-owned subsidiary of HVA, became principal 
underwriter for HVA and Separate Account. 
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HVA has also entered into a recordkeeping agreement 
with HNB under the terms of which HVA has agreed to 
maintain and preserve on behalf of HNB under Section 
31(a) of the Act and Rules 31a-1 and 31a-2 thereunder, 
such accounts, books and other documents as constitute 
the records forming the basis for financial statements 
required to be filed pursuant to Section 30 of the Act 
and of the auditors certificates relating thereto. 


HVA asserts that it will not receive any compensation 
from either Axe or HNB or DC-! for the performance of 
these recordkeeping functions except to the extent that 
the collection of the $10 policy fee charge may be 
deemed compensation. However, in this respect, 
Applicants point out that the charge of the custodian for 
the performance of its services will be paid by HVA. 


In connection with the issuance of such variable annuity 
contracts the insurance laws of Connecticut require that 
certain records be maintained concerning the pur- 
chasers of such contracts, the contracts themselves, the 
amounts of insurance reserves that must be maintained 
with respect to such contracts, the annuity options 
selected by the contract owners, and the amounts of 
annuity payments made—such record information and 
data being necessary to demonstrate the complete 
business and financial aspects of HVA and for the 
preparation of the periodic reports which must be filed, 
from time to time, with the appropriate insurance 
regulatory authorities. The books and records that Axe 
as.depositor and as principal underwriter is required to 
keep and maintain with respect to DC-I and that HNB 
would be keeping as custodian of DC-!I are already 
being maintained in major part by HVA to satisfy these 
requirements of state insurance regulations. 


The performance of these functions by HVA pursuant 
to its agreements with Axe and HNB, as well as the 
performance of administrative and payment processing 
functions by HVA pursuant to requested exemptions 
from Sections 27(c)(2) and 26(a)(2), could constitute it 
as the depositor or principal underwriter of DC-l. As a 
subsidiary of ITT, HVA is barred by the provisions of 
Section 9(a) from serving as, inter alia, depositor or 
principal underwriter of a registered investment 
company. Accordingly, HVA is requesting an 
exemptive order under Section 9(c) to the extent 
necessary and pursuant to Section 6(c) for exemptions 
from the provisions of Sections 26(a) and 27(c)(2) to 
allow it to perform these functions. 


NOTICE IF FURTHER GIVEN that any interested 
person may, not later than August 16, 1977, at 5:30 
p.m. submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact of law proposed 
to be controverted, or he may request that he be 
notified if the Commission should order a hearing 





( 


[i 





thereon. 


Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the addresses stated above. Proof of such 
service (by affidavit, or in the case of an attorney at law, 
by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following August 16, 1977, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9867/July 22, 1977 


In the Matter of 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 
DC VARIABLE ACCOUNT-I! 


HARTFORD FUND, INCORPORATED 
Hartford Plaza 
Hartford, Connecticut 06115 


and 


AXE SECURITIES CORPORATION 
400 Benedict Avenue 
Tarrytown, New York 10591 


(812-4135) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTIONS 12(d)(1), 
26(a)(2), 27(a)(3) AND 27(c)(2), AND FOR APPROVAL 
OF AN OFFER OF EXCHANGE PURSUANT TO 
SECTION 11 OF THE ACT AND FOR AN ORDER 
PURSUANT TO SECTION 9(c) OF THE ACT FOR 
EXEMPTION FROM SECTION 9Q(a). 





NOTICE IS HEREBY GIVEN that Hartford Variable 
Annuity Life Insurance Company (‘‘HVA’’), a stock life 
insurance company organized under the laws of the 
State of Connecticut; Hartford Variable Annuity Life 
Insurance Company DC Variable Account-!I (‘‘DC-II’’), 
a separate account of HVA, registered as a unit 
investment trust under the Investment Company Act of 
1940 (‘‘Act’’); Hartford Fund, Incorporated (‘‘Fund’’), 
a management open-end diversified investment 
company registered under the Act; and Axe Securities 
Corporation (‘‘Axe’’), a Delaware corporation 
registered as a broker-dealer under the Securities 
Exchange Act of 1934, sponsor-depositor and principal 
underwriter of DC-II, (collectively ‘‘Applicants’’) filed 
an Application on May 16, 1977 and an amendment 
thereto on July 20, 1977, pursuant to Section 6(c) of the 
Act for an order exempting Applicants from the 
provisions of Sections 12(d)(1), 26(a)(2), 27(a)(3) and 
27(c)(2), to the extent requested, and pursuant to 
Section 11 of the Act for an order approving certain 
offers of exchange and for an order pursuant to Section 
9(c) of the Act for exemption from Section 9(a). All 
interested persons are referred to the Application on 
file with the Commission for a statement of the 
representations contained therein which are sum- 
marized below. 


DC-II was created and organized as a unit investment 
trust class of investment company by means of a certain 


custodian agreement dated May 1, 1977 by and 
between Axe, as sponsor-depositor, and Hartford 
National Bank and Trust Company (‘‘HNB’’), as 


custodian. DC-I! was registered with the Securities and 
Exchange Commission under the Act on May 13, 1977. 


On May 1, 1977 Hartford Variable Annuity Life 
Insurance Company, a South Carolina corporation, was 
merged into Hartford Variable Annuity Life Insurance 
Company of Connecticut and, simultaneously, the 
name of the latter company was changed to Hartford 
Variable Annuity Life Insurance Company. 


All of the outstanding shares of common and preferred 
stock of Axe are owned of record and beneficially by E. 
E. Axe & Co., Inc. which serves as investment adviser 
to the Axe-Houghton Funds group; as investment 
adviser to Fund, the shares of which will serve as the 
underlying investment media of, inter alia, DC-Il; and 
as investment adviser to Hartford Variable Annuity Life 
Insurance Company Separate Account (‘‘HVA Separate 
Account’’), another separate account of HVA 
registered under the Act. 


Fund is a series investment company which has two 
classes or series of stock; i.e., shares of the ‘‘Bond 
Series’’ and shares of the ‘‘Stock Series’’. It is 
registered with the Securities and Exchange 
Commission as an open-end, diversified, management 
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investment company pursuant to the Act and its shares 
are registered pursuant to the Securities Act of 1933. 


The Group Flexible Funding Annuity Contracts 
(‘‘contract’’ or ‘‘contracts’’ as the context requires) to 
be issued by HVA with respect to Hartford Variable 
Annuity Life Insurance Company DC Variable 
Account-! (‘‘DC-I’’) (a companion separate account that 
has been organized as a unit investment trust class of 
investment company and which is registered as such 
with the Commission) and DC-II are designed for 
purchase by public employers such as states, 
municipalities, other political sub-divisions, and by 
other tax-exempt employers in conjunction with 
employee deferred compensation plans established by 
such employers which are, in all instances, tax-exempt 
organizations. 


The purchase payments made pursuant to the terms of 
the contracts will be invested and reinvested in DC-l 
during the accumulation period under the contracts. At 
the time when annuity payments are due to commence 
on behalf of an employee under the terms of the 
employer’s deferred compensation plan, the amounts 
that are held in the individual participant’s account in 
DC-I! on behalf of such employee will be transferred to 
DC-II, and an annuitant’s account will be created in 
DC-I| from which annuity payments will be made with 
respect thereto to the employer on behalf of the 
employee. 


The contracts provide for the purchase of both fixed 
annuity benefits and variable annuity benefits, at the 
direction of the contract owner, and periodic purchase 
payments made pursuant to the terms of the contracts 
will be applied to purchase fixed and/or variable 
benefits in accordance with the contract owner’s 
instructions. Those purchase payments or parts thereof 
that are to be applied to DC-II will be invested, again at 
the direction of the contract owners, in Fund ‘‘Bond 
Series’’ shares or Fund ‘‘Stock Series’’ shares or a 
combination thereof. 


Section 12(d)(1) 


Section 12(d)(1) of the Act provides that a registered 
investment company may not purchase or otherwise 
acquire securities issued by another investment 


company if, as a result of such transaction, the 
acquiring company would own in the aggregate: (1) 
more than 3% of the total outstanding voting stock of 
the acquired company; (2) securities issued by the 
acquired company having an aggregate value in excess 
of 5% of the value of the total assets of the acquiring 
company; or (3) securities issued by the acquiring 
company and all other investment companies having an 
aggregate value in excess of 10% of the value of the 
total assets of the acquiring company. 
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However, Section 12(d)(1)(E) specifically exempts a 
security or securities purchased or acquired by an 
investment company, the depositor of or principal 
underwriter for which is a broker-dealer registered 
under the Securities Exchange Act of 1934 and the 
investment portfolio of which consists only of such 
securities (or such securities are the only securities held 
by a registered unit investment trust issuing two or 
more classes or series of securities, each of which 
provides for the accumulation of shares of a different 
investment company). 


Applicants assert that the Investment Company Act 
Amendments of 1970 amended Section 12(d)(1) of the 
Act in order to limit the creation of new fund-holding 
companies and to deal with the problems raised by 
foreign-based fund holding companies that invested 
primarily in the securities of American funds and which 
were not themselves subject to the federal securities 
laws. The exemption from the proscriptions of Section 
12(d)(1) provided by Section 12(d)(1)(E) is not 
applicable to the DC-II/Fund situation because DC-II is 
a unit investment trust that issues only one class or 
series of contracts which provide for investment in the 
shares of the Fund a series fund having two classes or 
series of shares. 


Applicants have requested an exemption from Section 
12(d)(1) of the Act in order that DC-Il may acquire 
shares of both the ‘‘Bond Series’’ and the ‘‘Stock 
Series’’ of Fund in satisfaction of the directions of the 
contract owners respecting the investment of their 
annuity purchase payments made pursuant to the terms 
of the contracts. 


Section 26(a) and Section 27(c)(2) 


Section 27(c)(2) of the Act provides essentially that a 
registered unit investment trust and any depositor or 
underwriter for such trust are prohibited from selling 
periodic payment plan certificates issued with respect 
to such trust unless the proceeds of all payments other 
than the sales load are deposited with a qualified bank 
as trustee or custodian and held under an indenture or 
agreement containing certain specified provisions 
required by, inter alia, Section 26(a)(2) of the Act. 


Section 26(a)(2) of the Act requires that the custodian 
agreement must provide, in part, that: (i) the custodian 
bank shall have possession of all property of the unit 
investment trust and shall segregate and hold the same 
in trust; (ii) the custodian bank shall not resign until 
either the unit investment trust has been liquidated or a 
successor custodian has been appointed; (iii) the 
custodian may collect fees from the income and, if 
necessary, from the corpus of the trust for services 
performed and for reimbursement of expenses 
incurred; and (iv) no payment to the depositor or 





principal underwriter shall be allowed the custodian 
bank as an expense, except a fee, not exceeding such 
reasonable amount as the Commission may prescribe, 
as compensation for performing bookkeeping and other 
administrative expenses normally performed by the 
custodian. 


Applicants assert that HVA, as a life insurance 
company, may not properly place the assets of DC-II in 
trust with another because the insurance laws of the 
State of Connecticut require HVA to retain ownership 
and control of the disposition of its property. 
Accordingiy, Applicants have requested an exemption 
from Sections 26(a) and 27(c)(2) of the Act so that the 
securities and other property of DC-II need not be held 
by HNB as custodian in trust. Applicants state that 
HVA is subject ot extensive supervision and control by 
the Connecticut Insurance Commissioner pursuant to 
the requirements of the insurance laws of Connecticut 
and that such supervision and regulation provides sub- 
stantial protections. Thus, Applicants assert that they 
should be exempted from the requirement that the 
custodian hold the assets of DC-I! in Trust in view of the 
extensive state regulation of HVA. 


Section 26(a)(2)(D) provides, inter alia, that the 
custodian shall have possession of all securities and 
other property in which the funds of the trust are 
invested subject only to the charges and collections 
allowed under Section 26(a)(2) until distribution thereof 
to the security holders of the trust. 


The contracts provide that there shall be deducted from 
the periodic purchase payments made pursuant to the 
terms of the contracts, if so required by state law, such 
annuity premium taxes as may be payable in 
accordance with state laws, which sums shall be 
deducted by HNB from the account value and 
supplemental payments, if any, at the time the annuity 
is effected and then paid over to the appropriate state. 
Further, the contracts provide that HVA is entitled to 
receive an amount equal to one percent (1%) per 
annum of the value of DC-II for providing the mortality 
and expense risk undertakings in connection with the 
contracts. 


Applicants assert that the performance by HVA of 
these administrative and payment processing functions 
will avoid duplication of administrative services and 
reduce the costs incurred thereby. 


Applicants have requested that the Commission enter 
an Order exempting them from the provisions of 
Sections 26(a)(2) and 27(c)(2), to the extent necessary, 
to permit the deduction, on a daily basis, and payment 
to HVA by HNB of the charges for providing the 
mortality and expense undertakings, and to permit the 
deduction of annuity premium taxes by HNB and the 


payment of such taxes to such state at the time when an 
annuity is effected. 


As noted above, Section 26(a)(2)(D) of the Act, in 
pertinent part, provides, in substance, that the trustee 
or custodian shall have possession of all securities in 
which the funds of the trust are invested and shall 
segregate the same and hold them in trust until 
distribution. This has been interpreted to mean that the 
securities owned by the trust must be actually 
represented by share certificates maintained in the 
custody of the custodian. The custodian agreement 
between Axe and HNB provides that all Fund shares of 
both Series, and other securities and property acquired 
by or on behalf of DC-Il, and all income upon, 
accretions to, and proceeds of such property and funds 
shall be held’ by the custodian. However, Fund 
maintains an open-account system and certificates for 
shares of Fund of both Series will not be issued until 
such time as Fund shares are made available for 
purchase by members of the general public, and then, 
share certificates will be issued only when requested by 
the shareholder. 


Applicants assert that the primary purpose of Section 
26(a)(2)(D) is to provide for the safekeeping of assets of 
registered unit unvestment trusts. Applicants contend 
that to require that share certificates be physically 
issued by Fund to the custodian would not significantly 
add to the safety of the unit investment trust’s assets 
and would result, in fact, only in unnecessary 
administration expenses for the trust. As noted above, 
the assets of DC-II will be invested exclusively in both 
Series of shares of Fund. Furthermore, HNB in 
its capacity as custodian for Fund will have physical 
possession of Fund’s portfolio of securities and other 
assets. Applicants contend that, in their view, the 
issuance of Fund share certificates to the custodian will 
not significantly add to the protective features of the 
custodianship. 


Applicants, accordingly, have requested that the 
Commission enter an Order of exemption from the 
provisions of Section 26(a)(2)(D) and Section 27(c)(2) in 
order that the custodian may accept ‘‘book shares’’ on 
the investment of the purchase payments that are 
made, from time to time, by the contract owners and 
invested in shares of Fund to purchase variable annuity 
benefits. 


In support of the requested exemptions from the 
foregoing provisions of the Act, Applicants state that 
HVA will pay the custodian fees for the safekeeping of 
DC-I| assets by the custodian. Applicants also state that 
the Fund shares acquired by DC-I! will be held in a 
book account (as hereinabove described) so that the 
ownership of Fund shares by DC-II will be indicated 
only on the books of Fund and DC-II and not evidenced 


SEC DOCKET/1401 








by transferable stock certificates, and that under the 
Custodian Agreement the assets of DC-II other than 
Fund shares that come into the hands of the custodian 
will be kep physically segregated by the custodian and 
held separate from the assets of any other firm, person 
or corporation. HVA, under the terms of a certain 
Recordkeeping Agreement with the custodian, will 
maintain a record of all purchases and redemptions of 
Fund shares in DC-II. 


Applicants further state that HVA is subject to 
extensive supervision and contro! by the Connecticut 
Insurance Commissioner and the comparable official of 
each state in which it does business. Such supervision 
requires HVA to file complete and detailed periodic 
reports. Applicants also state that the activities of HVA 
are subject to review by the Connecticut Insurance 
Department and its representatives at all times and are 
subject to comprehensive examinations periodically. 
Applicants also state that any substitution of the shares 
of an underlying fund for the shares of Fund can only 
take place with the prior approval of the Commission. 


Applicants contend that the foregoing laws, regulations 
and arrangements will provide substantial assurance 
that all obligations under the contracts issued by HVA 
will be performed. 


Applicants have consented that the foregoing 
requested exemptions from Sections 26(a) and 27(c)(2) 
may be made subject to the following conditions: (1) 
the charges to variable annuity contract owners for 
administrative services shall not exceed such 
reasonable amounts as the Commission shall prescribe, 
jurisdiction being reserved for such purpose, and (2) 
the payment of sums and charges out of the assets of 
DC-I! shall not be deemed to be exempted from regu- 
lation by the Commission by reason of the requested 
Order; provided, that Applicant’s consent to this 
condition shall not be deemed to be a concession to the 
Commission of authority to regulate the payments of 
sums and charges out of such assets other than charges 
for administrative services, and Applicants reserve the 
right insany proceeding before the Commission, or in 
any suit or action in any court, to assert that the 
Commission has no authority to regulate the payment 
of such other sums or charges. 


Section 11(a) and 11(c) 


Section 11(a) of the Act provides that it shall be 
unlawful for any registered open-end company, or any 
principal underwriter for such a company, to make, or 
cause to be made, an offer to the holder of a security of 
such a Company, or of any other open-end investment 
company, to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 
to be exchanged unless the terms of the offer have first 
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been submitted to and approved by the Commission. 
Section 11(c) provides that, irrespective of the basis of 
exchange, the provisions of Section 11(a) shall be 
applicable to any type of offer of exchange of the 
securities of registered unit investment trusts for the 
securities of any other investment company. 


Applicants have requested an Order pursuant to 
Sections 11(a) and 11(c) of the Act in order to permit, 
upon retirement, the value of the contract participants’ 
acccounts to be transferred from DC-I to DC-II for the 
purpose of making annuity payments to such 
participants. 


At the time of a contract participant’s retirement, the 
value of the account set aside for such participant’s 
benefit in DC-I shall be redeemed and the redemption 
value thereof together with such supplemental annuity 
purchase payment as may be made, less any premium 
taxes that may be payable, shall be exchanged for units 
of DC-Il and an annuitant’s account created with 
respect to which annuity payments will be made to or 
for the benefit of such participant in accordance with 
the terms of the annuity options selected. 


Applicants state that not sales or other charges will be 
deducted from the value of the participant’s account 
thus transferred from DC-!I to DC-II, although any 
additional contribution made at the time of the transfer 
to purchase additional annuity benefits will be subject 
to a deduction for sales charges but such additional sum 
will not have been theretofore subject to any deduction 
for sales charges or otherwise. 


Applicants assert that there will be no pyramiding of 
sales charges, nor will such amount thus transferred be 
subject to any other deductions, except as set forth 
above, and that the abuses which Section 11 is designed 
to protect against are not present. 


Accordingly, Applicants have requested that the 
Commission issue an Order approving the offer of 
exchange, as described, pursuant to the provisions of 
Sections 11(a) and 11(c) of the Act. 


Section 27(a)(3) 


Section 27(a)(3) provides, in substance, that it shall be 
unlawful for any investment company issuing periodic 
payment plan certificates or any depositor of or 
underwriter for such company to sell any such 
certificate if the amount of sales load deducted from 
any one of the first twelve monthly payments exceeds 
proportionately the amount deducted from any other 
payment of the same series of payments or the amount 
deducted from any subsequent payment exceeds 
proportionately the amount deducted from any other 
subsequent payment. 





In addition to having the right to allocate the value of a 
participant’s individual account held during the 
accumulation period to establish an annuitant’s account 
during the annuity period, the contract owner may 
make additional contributions at the beginning of the 
annuity period for the purpose of effecting increased 
annuity payments. All such additional contributions 
shall be subject to the following schedule of sales 
charges, as well as any applicable premium taxes: 


Additional Contribution to an 
Annuitant’s Account 


Total 
Deduction 
Up to and including $50,000 


More than $50,000°and up to and 
including $100,000 


More than $100,000 


3.50% 


2.00% 
1.00% 


Applicants request an exemption from the provisions of 
Section 27(a)(3) to the extent necessary so that sales 
charge deductions may be made on the basis of the total 
amount of the purchase payments applied rather than 
the numerical sequence of the payments. 


Section 6(c) 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes of 
persons, securities or transactions, from the provisions 
of the Act and Rules promulgated thereunder if and to 
the extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


Section 9 


Section 9 of the Act, insofar as is pertinent here, makes 
it unlawful for any person, or any company with which 
such person is affiliated, to act in the capacity of 
employee, officer, director, member of an advisory 
board, investment adviser, principal underwriter or 
depositor of any registered investment company if such 
person by reason of any misconduct is enjoined by any 
court of competent jurisdiction from engaging in or 
continuing any conduct or practice in connection with 
the purchase or sale of any security. 


Section 9(c) provides that upon application the 
Commission shall grant an exemption from the pro- 
visions of Section 9(a) either unconditionally or on an 
appropriate temporary or other conditional basis, if its 
is established that the prohibitions of Section 9(a), as 
applied to the applicant, are unduly or disproportion- 
ately severe or that the conduct of such person has been 
such as not to make it against the public interest or 
protection of investors to grant such application. 


On June 20, 1972, International Telephone and 
Telegraph Corporation (‘‘ITT’’) and two of its sub- 
sidiaries, HVA and Hamilton Management Corporation 
(‘‘HMC’’) applied under Section 9(c) of the Act for an 
order exempting them from the provisions of Section 
9(a) of the Act. The June 1972 application followed the 
entry of consent injunctions against ITT and two of its 
officers in a Cemmission enforcement action alleging 
misuse of inside information relating to a material 
change in the posture of Justice Department anti-trust 
litigation against ITT and also alleging the sale of 
unregistered securities! 


At the time this application was filed, HMC acted as 
investment adviser and principal underwriter to 
Hamilton Funds, Inc., Hamilton Growth Fund, Inc., 
and Hamilton Income Fund, Inc., registered open-end 
investment companies. HVA (then ITT Variable 
Annuity Insurance Company) acted as investment 
adviser and principal underwriter? to Hartford (then 
ITT) Variable Annuity Insurance Company Separate 
Account. In addition, HMC acted as investment adviser 
to HVA. As subsidiaries of ITT, HVA and HMC, 
immediately upon entry of the injunctions referred to 
above, came within the ambit of Section 9(a)(3) of the 
Act, which section, in pertinent part, prohibits any 
company which, by reason of any misconduct, is 
permanently or temporarily enjoined by any court of 
competent jurisdiction from engaging in any conduct or 
practice in connection with the purchase or sale of any 
security, from serving or acting in the capacity of, inter 
alia, investment adviser, depositor or principal under- 
writer of any registerd investment company. 
Accordingly, contemporaneously with the entry of the 
June 1972 injunctions, ITT, HVA and HMC applied 
under Section 9(c) for an order of exemption and the 
Commission granted a temporary order of exemption to 
permit the subsidiaries to continue servicing the funds 
involved pending the Commission’s determination of 
the application. In January 1973 the Commission upon 
a request of two intervening parties ordered a hearing 
on the application. 


Hearings on the application by ITT, HVA and HMC 
continued into 1975. During 1975, however, ITT sold 
HMC to Oppenheimer Management Corp.; additonally, 
E. W. Axe Co., Inc. and Axe became the principal 
underwriter and investment adviser, respectively, for 
Separate Account. Thus having terminated its 
affiliation with the underwriting, depository and 
investment advisory activities that were subject to the 





1 Litigation Release No. 5435. 


2 In 1974, Hartford Equity Sales Company, Inc. (““HESCO”), 
a wholly-owned subsidiary of HVA, became principal 
underwriter for HVA and Separate Account. 
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Section 9 proscription, ITT, its subsidiaries, HVA and 
HESCO, and HMC subsequently withdrew their 
applications under Section 9(c) and accordingly, on 
November 14, 1975 such proceedings were ordered 
cancelled. As a result of the withdrawal of the appli- 
cation, the temporary order of exemption previously 
granted by the Commission terminated. 


As noted above, DC-II was established by means of a 
custodian agreement between Axe and HNB. 


HVA has entered into an agreement with Axe under the 
terms of which HVA has agreed that it will assume 
responsibility for the maintenance of the records that 
are required to be kept by Axe as depositor under the 
provisions of Section 26(a)(4) of the Act and by Axe as 
depositor and principal underwriter by the provisions of 
Section 31(a) of the Act and Rules 31a-1 and 31a-2 
thereunder. 


HVA has also entered into a recordkeeping agreement 
with HNB under the terms of which HVA has agreed to 
maintain and preserve on behalf of HNB under Section 
31(a) of the Act and Rules 31a-1 and 31a-2 thereunder, 
such accounts, books and other documents as constitute 
the records forming the basis for financial statements 
required to be filed pursuant to Section 30 of the Act 
and of the auditors certificates relating thereto. 


HVA asserts that it will not receive any compensation 
from either Axe or HNB or DC-II for the performance of 
these recordkeeping functions. The charge of the 
custodian for the performance of its services will be 
paid by HVA. 


In connection with the issuance of such variable annuity 
contracts the insurance laws of Connecticut require that 
certain records be maintained concerning the 
purchasers of such contracts, the contracts themselves, 
the amounts of insurance reserves that must be 
maintained with respect to such contracts, the annuity 
options selected by the contract owners, and the 
amounts of annuity payments made—such record 
information and data being necessary to demonstrate 
the complete business and financial aspects of HVA 
and for the preparation of the periodic reports which 
must be filed, from time to time, with the appropriate 
insurance regulatory authorities. The books and 
records that Axe as depositor and as principal under- 
writer is required to keep and maintain with respect to 
DC-II and that HNB would be keeping as custodian of 
DC-Ii are already being maintained in major part by 
HVA to satisfy these requirements of state insurance 
regulations. 


The performance of these functions by HVA pursuant 
to its agreements with Axe and HNB, as well as the 
performance of administrative and payment processing 
functions by HVA pursuant to requested exemptions 


1404/SEC DOCKET 


from Sections 27(c)(2) and 26(a)(2), could constitute it 
as the depositor or principal underwriter of DC-I1. As a 
subsidiary of ITT, HVA is barred by the provisions of 
Section 9(a) from serving as, inter alia, depositor or 
principal underwriter of a registered investment 
company. Accordingly, HVA is requesting an 
exemptive order under Section 9(c) to the extent 
necessary and pursuant to Section 6(c) for exemptions 
from the provisions of Sections 26(a) and 27(c)(2) to 
allow it to perform these functions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 16, 1977, at 5:30 
p.m. submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney at law, 
by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following August 16, 1977, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9868/July 25, 1977 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 


AND 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(812-4138) 





ORDER PURSUANT TO SECTIONS 17(b) AND 17(d) 
OF THE ACT AND RULE 17d-1 THEREUNDER. 


Massachusetts Mutual Life Insurance Company 
(‘Insurance Company’’), a mutual life insurance 
company organized under the laws of the Common- 
wealth of Massachusetts, and MassMutual Corporate 
Investors, Inc. (‘‘Fund’’), a closed-end, non-diversi- 
fied, management investment company registered 
under the Investment Company Act of 1940 (‘‘Act’’), 
filed an application on May 23, 1977, and ar, 
amendment thereto on June 17, 1977, pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder for 
an order of the Commission (1) permitting the 
Insurance Company (the Fund’s investment adviser) 
and the Fund each to purchase $6,000,000 in principal 
amount, at 100% of the principal amount thereof, of a 
new issue of 93/4 % 15-Year Convertible Subordinated 
Notes (‘‘Convertible Notes’’) of Massey-Ferguson 
(Delaware), Inc. (‘‘Massey-Ferguson’’), and (2) 
permitting the Insurance Company to purchase 
$10,000,000 in principal amount, at 100% of the 
principal amount thereof, of a new issue of 9% 20-Year 
Senior Notes (‘‘Non-Convertible Notes’’) of Massey- 
Ferguson (hereinafter referred to collectively with the 
Convertible Notes as ‘‘Notes’’), or, in the event that 
such an order does not issue prior to the closing of 
the purchase by the Insurance Company of the Notes, 
for an order pursuant to Section 17(b) of the Act 
exempting from the provisions of Section 17(a) of the 


Act the proposed sale by the Insurance Company of 
$6,000,000 in principal amount of the Convertible Notes 
to the Fund at a price equal to the cost paid by the 
Insurance Company plus any accrued interest. 


On June 29, 1977, a notice was issued (Investment 
Company Act Release No. 9831) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found, on the 
basis of the information stated in the application, that 
the joint purchase of the Convertible Notes by the 
Insurance Company and the Fund and the purchase of 
the Non-Convertible Notes by the Insurance Company 
are consistent with the provisions, policies and 
purposes of the Fund and that the participation by the 
Fund is not on a basis less advantageous than that of 
other participants. It is further found, on the basis of 
such information, that the terms of the proposed sale by 
the Insurance Company to the Fund $6,000,000 in 
principal amount of the Convertible Notes, in the event 
that the Insurance Company has purchased the aggre- 
gate $12,000,000 in principal amount of the Convertible 
Notes prior to the issuance of this order, including the 


consideration to be paid, are reasonable and fair and 
do not involve overreaching on the part of any person 
concerned, and that the proposed sale is consistent 
with the policy of the Fund and with the general pur- 
poses of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that the proposed purchase 
by the Insurance Company and the Fund of the 
Convertible Notes and by the Insurance Company of 
the Non-Convertible Notes be, and hereby is, 
permitted. 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act, that the proposed sale of $6,000,000 in 
principal amount of the Convertible Notes by the 
Insurance Company to the Fund be, and hereby is, 
exempted from the provisions of Sections 17(a) of the 
Act. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9869/ July 25, 1977 


In the Matter of 


EDPR SHAREHOLDERS’ RETENTION TRUST 
c/o John W. Belash 

Gaston Snow & Ely Bartlett 

One Federal Street 

Boston, Massachusetts 02110 


(812-4136) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM 
THE PROVISIONS OF SECTION 17(a) AND 
PURSUANT TO SECTION 17(d) AND RULE 17d-1 
THEREUNDER PERMITTING SUCH TRANSACTION. 


EDPR Shareholders’ Retention Trust (‘‘Applicant’’), a 
registered investment company, filed an application on 
May 17, 1977, and amendments thereto on June 15, 
and June 22, 1977, pursuant to Section 17(b) of the 
Investment Company Act of 1940 (‘‘Act’’), for an order 
exempting the proposed extension and modification of 
an option held by Applicant to purchase certain 
securities from EDP Resources, Inc. from the pro- 
visions of Section 17(a) of the Act and, pursuant to 
Section 17(d) and Rule 17d-1 thereunder, for an order 
permitting such transaction. 
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On June 27, 1977, a notice (Investment Company Act 
Release No. 9827) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found, on the 
basis of the information stated in the application, that 
the terms of the proposed transaction are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned, and that the proposed 
transaction is consistent with the policies of Applicant 
and with the general purposes of the Act. It is further 
found that the participation of Applicant in the 
proposed transaction is consistent with the provisions, 
policies and purposes of the Act and that Applicant’s 
participation is not on a basis less advantageous than 
that of other participants. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed extension of the period of and 
modification of the terms of an option held by Applicant 
to purchase certain securities from EDP Resources, Inc. 
be, and hereby is, exempted from the provisions of 
Section 17(a) of the Act effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the 
application to permit such extension and modification 
of the option held by Applicant be, and hereby is, 
granted effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9870/ July 27, 1977 


In the Matter of 

MERRILL LYNCH MUNICIPAL BOND FUND, INC. 
One Liberty Plaza 

165 Broadway Plaza 

New York, NY 10006 

(812-4067) 

ORDER PURSUANT TO SECTION 10(f) OF THE ACT 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 10(f) 


1406/SEC DOCKET 


Merrill Lynch Municipal Bond Fund, Inc. (the ‘‘Fund’’) 
a Maryland corporation registered as a diversified, 
open-end management investment company under the 
Investment Company Act of 1940 (‘‘Act’’), filed an 
application on December 16, 1976 and amendments 
thereto on April 15 and 26, and July 20, 1977, pursuant 
to Section 10(f) of the Act for an order of the Com- 
mission exempting certain transactions of the Fund 
from Section 10(f) so as to permit the Fund to purchase 
Municipal Bonds (as defined in the application) in 
public offerings in which affiliates of the Fund’s invest- 
ment adviser participate as a principal underwriter, 
subject to conditions specified in the application. 


On May 26, 1977, a notice was issued (Investment 
Company Act Release No. 9779) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemption is consistent with 
the protection of investors. Accordingly, 


IT 1S ORDERED, pursuant to Section 10(f) of the Act, 
that the application for exemption from Section 10(f) of 
the Act, to the extent requested, be, and hereby is, 
granted effective forthwith, subject to the following 
conditions: 

(a) The securities to be purchased shall be: 

(1) Part of an issue of Municipal Bonds, the interest on 
which is exempt from Federal income tax, which is 
being offered to the public; 


(2) Purchased at not more than the public offering 
price prior to the end of the first full business day after 
the first date n which the issue is offered to the public; 


(3) Offered pursuant to an underwriting agreement 
under which the underwriters are committed to 
purchase all of the Municipal Bonds being offered, if 
the underwriters purchase any thereof; 


(4) Acquired pursuant to an order (which may be 
conditional) placed by the Fund with an underwriter not 
earlier than two days after the first public 
announcement of the offering and prior to the first date 
on which the issue is offered to the public; 


(5) Puchased in an unsolicited transaction originating 
with the Fund or its investment adviser; and 


(6) Purchased in transactions for which records are 
maintained setting forth the reasons for the purchase 





and for the sale, if any, of any portfolio securities 
related to the transaction, which records shall be 
available for inspection by the Commission. 


(b) The gross commission, spread or profit to the 
principal underwriters shall not exceed 2.5 percent of 
the principal amount of the issue. 


(c) On the date of purchase the issue shall have 
received an investment grade rating from Standard & 
Poor’s Corporation or Moody’s Investors Service, Inc.; 
provided, however, if the issuer of the securities to be 
purchased, or the entity supplying the revenues from 
which the issue is to be paid, shall have been in 
continuous operation for less than three years, 
including the operations of any predecessor, then on 
the date of purchase the issue shall have received a 
rating of ‘‘A’’ or better from Standard & Poor’s 
Corporation or Moody’s Investors Service, Inc. 


(d) The principal amount of Municipal Bonds to be 
purchased by the Fund or by the Fund and any other 
investment companies having the same investment 
adviser, shall not exceed 3 percent of the principal 
amount of the issue being underwritten or $500,000 in 
principal amount, whichever is greater, but in no event 
greater than 10% of the principal amount of the issue. 


(e) The consideration to be paid by the Fund in pur- 
chasing the Municipal Bonds being offered shall not 
exceed 3 percent of the total assets of the Fuhd; 
provided, that if such consideration shall exceed 
$1,000,000, it shall not exceed 2 percent of the Fund’s 
total assets. 


(f) The exemptive order shall not be construed to 
permit transactions with any affiliated person or 
principal underwriter of the Fund or any affiliated 
person thereof (including purchases from syndicate 
managers designated as group sales otherwise allo- 
cated to the account of such affiliated person or 
principal underwriter) which would otherwise be pro- 
hibited by Section 17 of the Investment Company Act 
of 1940; the Fund having represented that it will keep 
its non-interested directors completely informed, and 
fully aware, of the available alternatives with respect to 
recapture of the costs of portfolio transactions and 
having undertaken to take such steps as may be 
necessary to seek to implement any such recapture, 
including the filing of applications for exemptions 
under the Investment Company Act of 1940, if the 
non-interested directors should determine that 
recapture is in the best interests of the Fund or if 
otherwise required by developments in the law. 


(g) The purchase of the securities being offered shall 
have been authorized or approved by a resolution of the 
board of directors of the Fund, or of a committee 
composed of at least three members of such board (a 


majority of which must be noninterested persons of the 
Fund), which resolution shall state that in the judgment 
of the board or committee, the purchase of securities 
proposed will meet all the requirements of paragraphs 
(a) through (f) of this exemptive order and which 
authorization or approval shall have been supported by 
the vote (at a meeting or by written consent given 
without a meeting) of not less than a majority of the 
members of the board of directors or of the committee 
who were not interested persons of the Fund. 


(h) The Fund shall set forth all transactions conducted 
pursuant to the exemptive order in its quarterly reports 
filed with the Securities and Exchange Commission on 
Form N-1Q. In addition, information as to such trans- 
actions shall be contained in the notes to the Fund’s 
published financial statements. 


(i) The officers and directors of the Fund and its 
investment adviser assume the burden of establishing 
that each transaction made pursuant to the Exemptive 
Order is consistent with the purpose of such Order, 
which is to assure that the selection of the Fund’s port- 
folio securities is in the interest of the Fund’s 
securities holders rather than in the interest of its 
affiliated persons or in the interest of underwriters, 
brokers or dealers. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9871/July 28, 1977 


In the Matter of 

PENNSYLVANIA TAX-FREE INCOME TRUST 

B&S ASSET MANAGEMENT CORPORATION 

and 

BUTCHER & SINGER, INC. 

1500 Walnut Street 

Philadelphia, Pa. 19102 

(812-4063) 

ORDER PURSUANT TO SECTION 10(f) OF THE ACT 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 10(f). 


Pennsylvania Tax-Free Income Trust (‘‘Trust’’), a 
Pennsylvania common law trust registered as a diversi- 
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fied, open-end, management investment company 
under the Investment Company Act of 1940 (‘‘Act’’), 
B&S Asset Management Corporation (‘‘Adviser’’) and 
Butcher & Singer, INc., filed an application on 
December 14, 1976, and amendments thereto on April 
25, 1977, May 20, 1977, and July 20, 1977, pursuant to 
Section 10(f) of the Act for an order of the Commission 
exempting certain transactions of the Trust from the 
provisions of Section 10(f) of the Act so as to permit the 
Trust to purchase Municipal Bonds (as that term is 
defined in the application) in public offerings in which 
affiliates of the Adviser participate as a principal 
underwriter, subject to certain conditions specified in 
the application. 


On May 31, 1977, a notice was issued (Investment 
Company Act Release No.9784) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing, and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemption is consistent with 
the protection of investors. Accordingly, 


IT 1S ORDERED, pursuant to Section 10(f) of the Act, 
that the application for exemption from the provisions 
of Section 10(f) of the Act, to the extent requested, be, 
and hereby is, granted effective forthwith, subject to 
the following conditions: 


(a) The securities to be purchased shall be: 


(1) Part of an issue of Municipal Bonds, the interest on 
which is exempt from Federal income tax, which is 
being offered to the pubiic; 


(2) Purchased at not more than the public offering 
price prior to the end of the first full business day after 
the first date on which the issue is offered to the public; 


(3) Offered pursuant to an underwriting agreement 
under which the underwriters are committed to 
purchase all of the Municipal Bonds being offered, if 
the underwriters purchase any thereof; 


(4) Acquired pursuant to an order (which may be 
conditional) placed by the Trust with an underwriter not 
earlier than two days after the first public 
announcement of the offering and prior to the first date 
on which the issue is offered to the public; 


(5) Purchased in an unsolicited transaction originating 
with the Trust or its investment adviser; and 


(6) Purchased in transactions for which records are 
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maintained setting forth the reasons for the purchase 
and for the sale, if any, of any portfolio securities 
related to the transaction, which records shall be 
available for inspection by the Commission. 


(b) The gross commission, spread or profit to the 
principal underwriters shall be not exceed 2.5 percent 
of the principal amount of the issue. 


(c) On the date of purchase the issue shall have 
received an investment grade rating from Standard & 
Poor’s Corporation or Moody’s Investors Service, Inc.; 
provided, however, if the issuer of the securities to be 
purchased, or the entity supplying the revenues from 
which the issue is to be paid, shall have been in 
continuous operation for less than three years, 
including the operations of any predecessor, then on 
the date of purchase the issue shall have received a 
rating of ‘‘A’’ or better from Standard & Poor’s 
Corporation or Moody’s Investors Service, Inc. 


(d) The principal amount of Municipal Bonds to be 
purchased by the Trust or by the Trust and any other 
investment companies having the same investment 
adviser, shall not exceed 3 percent of the principal 
amount of the issue being underwritten or $500,000 in 
principal amount, whichever is greater, but in no event 
greater than 10% of the principal amount of the issue. 


(e) The consideration to be paid by the Trust in pur- 
chasing the Municipal Bonds being offered shall not 
exceed 3 percent of the total assets of the Trust; 
provided, that if such consideration shall exceed 
$1,000,000, it shall not exceed 2 percent of the Trust’s 
total assets. 


(f) The exemptive order shall not be construed to 
permit transactions with any affiliated person or 
principal underwriter of the Trust or any affiliated 
person thereof (including purchases from syndicate 
managers designated as group sales or otherwise 
allocated to the account of such affiliated person or 
principal underwriter) which would otherwise be 
prohibited by Section 17 of the Investment Company 
Act of 1940; the Trust having represented that it will 
keep its non-interested Trustees completely informed, 
and fully aware, of the available alternatives with 
respect to recapture of the costs of portfolio trans- 
actions and having undertaken to take such steps as 
may be necessary to seek to implement any such 
recapture, including the filing of applications for 
exemptions under the Investment Company Act of 
1940, if the non-interested Trustees should determine 
that recapture is in the best interests of the Trust or if 
otherwise required by developments in the law. 


(g) The purchase of the securities being offered shall 
have been authorized or approved by a resolution of the 
board of Trustees of the Trust, or of a committee 





composed of at least three member of such board (a 
majority of which must be non-interested persons of the 
Trust), which resolution shall state that in the judgment 
of the board or committee, the purchase of securities 
proposed will meet all of the requirements of paragaphs 
(a) through (f) of this exemptive order and which 
authorization or approval shall have been supported by 
the vote (at a meeting or by written consent given 
without. a meeting) of not less than a majority of the 
members of the board of Trustees or of the committee 
who were not interested persons of the Trust. 


(h) The Trust shall set forth all transactions conducted 
pursuant to the exemptive order in its quarterly reports 
filed with the Securities and Exchange Commission on 
Form N-1Q. In addition, information as to such trans- 
actions shall be contained in the notes to the Trust’s 
published financial statements. 


(i) The officers and Trustees of the Trust and its 
investment adviser assume the burden of establishing 
that each transaction made pursuant to the exemptive 
order is consistent with the purpose of such order, 
which is to assure that the selection of the Trust’s 
portfolio securities is in the interest of the Trust’s 
securities holders rather than in the interest of its 
affiliated persons or in the interest of underwriter, 
brokers or dealers. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9872/July 28, 1977 


In the Matter of 

DELAWARE FUND, INC. 
DECATUR INCOME FUND, INC. 
DELTA TREND FUND, INC. 
DELCHESTER BOND FUND, INC. 


DMC TAX-FREE INCOME TRUST-PENNSYLVANIA 


and 


DELAWARE MANAGEMENT COMPANY, INC. 
Seven Penn Center Plaza 
Philadelphia, Pennsylvania 19103 


(812-4098) 


ORDER PURSUANT TO SECTION 11(a) OF THE ACT 
TO PERMIT AN OFFER OF EXCHANGE AND 
PURSUANT TO SECTION 6(c) TO EXEMPT 
APPLICANTS FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT AND THE RULES THEREUNDER. 


Delaware Fund, Inc., Decatur Income Fund, Inc., Delta 
Trend Fund, Inc. (collectively ‘‘Funds’’), Delchester 
Bond Fund, Inc. and DMC Tax-Free Income 
Trust-Pennsylvania (‘‘DNC Trust’’), each of which is an 
open-end diversified management investment company 
registered under the Investment Company Act of 1940 
(‘‘Act’’), and Delaware Management Company, Inc. 
(‘‘Management’’) (collectively ‘‘Applicants’’), filed an 
application on March 1, 1977 and an amendment 
thereto on April 28, 1977, for an order, pursuant to 
Section 11(a) of the Act, to permit the Funds to offer to 
exchange their shares for shares of DMC Trust on a 
basis other than their relative net asset value per share 
at the time of the exchange, and, pursuant to Section 
6(c) of the Act, exempting Applicants from the pro- 
visions of Section 22(d) of the Act and Rules 22d-1 and 
22d-2 thereunder in connection with such exchanges. 


On July 1, 1977, a notice (Investment Company Act 
Release No. 9838) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 11 (a) of the Act, 
that the proposed exchange offers be, and hereby are, 
approved, effective forthwith; and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the application for exemption from Section 
22(d) of the Act and Rules 22d-1 and 22d-2 thereunder, 
to the extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8034/July 22, 1977 


U.S. v. ROBERT W. BRADFORD 
(N.D. GA. CR 77-79-A) 


John W. Stokes, Jr., United States Attorney for the 
Northern District of Georgia and Jule B. Greene, 
Administrator of the Atlanta Regional Office of the 
Securities and Exchange Commission announced that 
on July 15, 1977 Robert W. Bradford of Memphis, 
Tennessee, was sentenced to two years imprisonment 
and two years probation by Federal District Judge 
Richard C. Freeman at Atlanta following his conviction 
on June 9, 1977 on five counts of wire fraud. 


Bradford had been indicted by a federal grand jury on 
February 22, 1977 on charges that he and an associate 
induced investors to sell municipal bonds and 
converted the proceeds to their personal use. 


(For further information, see Litigation Release No. 
7813 and 7981.) 





Litigation Release No. 8035/July 22, 1977 
SEE 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13797/July 22, 1977 


Litigation Release No. 8036/July 25, 1977 


SEC v. ARTHUR T. MUDD AND BOBBY HODGES 
(W.D. Tenn.) Civil Action No. C-77-2304 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on July 12, 1977, the Honorable Judge 
Robert M. McRae, United States District Judge for the 
Western District of Tennessee, at Memphis, entered a 
consent order permanently enjoining Arthur T. Mudd 
and Bobby Hodges, both of Memphis, from violations 
of the anti-fraud and municipal securities dealer regis- 
tration provisions of the federal securities laws. 


(For further information see Litigation Release No. 
7939). 





Litigation Release No. 8037/July 25, 1977 

UNITED STATES v. KENNETH BOVE, ALAN 
GOMPERS AND HOWARD SCHWELL 

77 Cr. 287 (S.D.N.Y.) 
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William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (‘‘Commission’’), and Robert B. Fiske, 
Jr., United States Attorney for the Southern District of 
New York (‘‘U.S. Attorney’’), announced that on June 
17, 1977, as aresult of their guilty pleas, Kenneth Bove 
(‘‘Bove’’), Alan Gompers (‘‘Gompers’’) and Howard 
Schwell (‘‘Schwell’’) were each sentenced to two years 
probation and performance of one day per week of 
‘fuseful community service’. In addition, Bove was 
fined $5,000. 


On April 14, 1977, Bove, Gompers and Schwell had 
pleaded guilty to an information filed by the U.S. 
Attorney charging them with violation of the anti-fraud 
provisions of the federal securities laws in connection 
with the public offering of seven securities traded on 
the over-the-counter market and underwritten by 
Kenneth Bove & Co., Inc. (‘‘Bove & Co.’’), a defunct 
New York City broker-dealer whose registration with 
the Commission was revoked on June 22, 1976. 


The information charged that from on or about January, 
1970 to on or about May 25, 1972, the defendants used 
various fraudulent devices to first sell the seven Bove & 
Co. underwritings at substantial premiums above the 
initial public offering prices and to thereafter maintain 
artificially high trading prices in the after-market. In 
addition, the information charged that, as part of the 
scheme to defraud, the defendants would, by the use of 
nominee accounts, secretly sell Bove & Co. 
underwritings for their own benefit at substantial 
profits. 


As aresult of the scheme to defraud, customers of Bove 
& Co. suffered losses of several million dollars. See 
Litigation Rlease No. 7918. 


Bove, the former president of Bove & Co., and 
Gompers and Schwell its former retail manager and 
syndicate manager respectively, were previously 
sanctioned by the Commission in a related 
administrative proceeding instituted on June 13, 1974, 
(In the Matter of Kenneth Bove & Co., Inc., et al., 
Adm. Pro. File No. 3-4509). See Securities Exchange 
Act Release Nos. 34-11706, 34-12996 and 34-12997. 





Litigation Release No. 8038/July 26, 1977 


SEC v. HUGHES OIL & GAS, INC, ET AL 
N/D Tex. (CA4-76-284) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office, today announced that on July 19, 1977, 
Federal District Judge Eldon B. Mahon, at Fort Worth, 





Texas, entered an Order of Permanent Injunction by 
Consent against Ronnie O. Crews, Irving, Texas, 
enjoining him from violations of the registration and 
antifraud provisions of the federal securities laws. 


Crews consented to the entry of the Order of Permanent 
Injunction without admitting or denying the allegations 
contained in the Commission’s Complaint. 


The Complaint, which was filed October 1, 1976, 
alleged that Crews and six other defendants violated 
the registration and antifraud provisions in connection 
with the offer and sale of fractional undivided working 
interests in oil and gas leases in Eastland and Palo 
Pinto Counties, Texas, issued by Hughes Oil & Gas, 
Inc. and Energy Industrial Development, Inc., both of 
Fort Worth. 


For further information, see Litigation Release No. 
7606, 7775, 7859, 7901 and 7982. 





Litigation Release No. 8039/July 26, 1977 


U.S. v. HAROLD GOLDSTEIN, ET AL., 
(N.D. Ga. CR-76-1844) 


John W. Stokes, Jr., United States Attorney for the 
Northern District of Georgia and, William D. 
Goldsberry, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, 
announced that on June 3, 1977, Paul D. Levine, a/k/a, 
Henry H. Harper was sentenced to a term of four years 
in prison and five years probation after pleading guilty 
to four counts of mail fraud and one count of 
conspiracy. On June 10, 1977, Donald C. McCoy was 
sentenced to a term of three months in prison and five 
years probation upon his plea of guilty to four counts of 
mail fraud and conspiracy. Both defendants, along with 
four others, were indicted in June, 1976, in connection 
with a scheme to sell investment contracts in gold 
concentrate, a form of gold ore. The indictment charged 
that the defendants had sold in excess of $1 million in 
gold purchase agreements between January, 1975, and 
June, 1975, without disclosing that the purported 
source of the gold concentrate was not in operation and 
that they had no current supply of concentrate abailable 
to satisfy investor claims. Both McCoy and Levine had 
previously been enjoined from further violations of the 
registration and anti-fraud provisions of the Federal 
securities laws as a result to their participation in the 
scheme. 


For additional information, see Litigation Release Nos. 
7466, 7658, 6871 and 7087. 





Litigation Release No. 8040/ July 26, 1977 


SEC v. INVENTIVE INDUSTRIES, INC., ET AL 
(S.D. Tex., Houston) (CA File No. H-77-742) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, and Daniel R. Kirshbaum, Assistant 
Regional Administrator of the Houston Branch Office, 
today announced that on July 14, 1977, Federal District 
Judge Robert O’Conor at Houston, Texas, entered 
Orders of Permanent Injunction by Consent against 
William R. Barrow of Houston, Texas and Richard P. 
Long of Lake Forest, Illinois. Barrow and Long 
consented to the entry of the Orders without admitting 
or denying the allegations in the Commission’s 
Complaint enjoining them from further violations of the 
securities registration provisions of the federal 
securities laws. 


The Commission, in its Complaint filed May 12, 1977, 
charged that Barrow, Long and other defendants 
violated the securities registration provisions of the 
federal securities laws in connection with the offer and 
sale of limited partnership interests in Zipcor 
Development Company, TRD Limited, |*Carb Partner- 
ship, I*Screen 1975 Partnership, |*Screen 1976 
Partnership, |*Center, Ltd.II, |*Med |, I*Med II, |*Med 
Ill, 1*Med IV, and I*Med V all of Houston. 


For further information see Litigation Release Nos. 
7526 and 7959. 





Litigation Release No. 8041/July 26, 1977 


SEC v. JOSEPH P. DELORENZO, JR., ET AL 
CA 74-H-1514 


Richard M. Hewitt, Regional Administrator of the Fort 
Worth Regional Office of the Securities and Exchange 
Commission, and Daniel R. Kirshbaum, Assistant 
Regional Administrator of the Commission’s Houston 
Branch Office, today announced that on July 19, 1977 
Federal District Judge James Noel, at Houston, Texas, 
entered an Order of Permanent Injunction by Consent 
against the Central National Bank, Houston, enjoining 
it from further violations of the anti-fraud provisions of 
the Securities Exchange Act of 1934. 


The Order further required Central National Bank to 
disgorge $36,000 pursuant to a settlement agreement 
entered into between the Commission and the Bank. 


The Commission, in its Complaint filed November 11, 
1974, alleged that Joseph P. Delorenzo, former 
president of Central National Bank, sold 10,700 shares 
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of common stock of Docutel Corporation held by Central 
National Bank as collateral for outstanding loans of 
customers of the Bank based on material non-public 
information. The Commission had requested in its 
Complaint that the Bank be permanently enjoined and 
that it be required to disgorge all benefits it obtained 
through the actions of DeLorenzo. Central National 
Bank consented to the entry of the permanent 
injunction without admitting or denying the allegations 
in the Commission’s Complaint. 


For further information see litigation releases Nos. 
6595, 6843, 6853, 6958, 7046 and 7062. 





Litigation Release No. 8042 /July 28, 1977 


UNITED STATES OF AMERICA v. HOWARD DILLISTIN 
CROSSE 
(S.D.N.Y.., 77 Cr. 0469) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, and Robert B. Fiske, Jr., United States 
Attorney for the Southern District of New “York, 
announced that on June 21, 1977, Howard Dillistin 
Crosse, former vice chairman of both Franklin National 
Bank (‘‘FNB’’) and Franklin New York Corporation, 
pleaded guilty to an information charging him with 
falsifying records of FNB in 1974 in order to 
intentionally conceal a $2 million loss incurred by FNB 
in the fiscal quarter ending March 31, 1974. 


More specifically, the information charges that certain 
United States government securities owned by FNB 
were valued for accounting purposes as of March 11, 
1974 when, in fact, Crosse knew that said securities 
should have been accounted for at a significantly lower 
valuation as of March 28, 1974. The information further 
charges that as a result of said misvaluation of these 
government securities, the net income of FNB for the 
first three months of 1974 was falsely stated to have 
been $79,000 when, in fact, FNB had suffered a net loss 
during said period in the amount of $2,198,000. 


Judge Thomas P. Greisa of the U.S. District Court for 
the Southern District of New York reserved setting a 
date for sentencing Mr. Crosse. 


In a related civil injunctive action, Mr. Crosse was 
previously enjoined on March 30, 1977 from violating 
the anti-fraud provisions of the federal securities laws 
(SEC v. Harold V. Gleason, et al., 74 Civil 4557). See 
Litigation Release No. 7886. 
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Litigation Release No. 8043/July 28, 1977 


SEC v. JACK WARD FREEMAN, SR, ET AL. 
(N.D. ILL. Civil Action No. 77 C 2319) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, Securities and Exchange Commission, 
announced that on June 29, 1977, a Complaint was filed 
in the United States District Court for the Northern 
District of Illinois, Eastern Division, seeking 
preliminary and permanent injunctions to prohibit 
alleged violations of Sections 5(a), 5(c) and 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 
thereunder, by Jack Ward Freeman, Sr., Gurn H. 
Freeman, Sr., Thomas Randy Browne, Lawrence 
Palenshus, Century Consultants, Inc., Allied Business 
Consultants, Inc., Businessways, Inc. (an Illinois 
corporation), Businessways, Inc. (a Texas corporation), 
Businessways, Inc. (a Missouri corporation) and 
Businessways, Inc. (a Kansas corporation), in 
connection with the offer and sale of the common stock 
of these corporate entities. In addition, the Complaint 
seeks that an accounting be made by all defendants of 
all funds received by defendants from investors, and an 
order compelling each of the defendants to disgorge all 
proceeds received. 


The Complaint alleges that since July, 1972 the 
defendants sold securities of the above-mentioned 
corporations in violation of the registration and 
antifraud provisions of the Federal securities laws. In 
connection with the offer and sale of these securities, 
the Complaint alleges that the defendants made untrue 
statements of material facts and omitted to state 
material facts, including but not limited to: the financial 
condition of the issuers of the aforementioned securi- 
ties, the application and use of proceeds from the sale 
of the securities, the profitability of operations of the 
issuers of the securities, the specific assets of the 
issuers of the securities, the return an investor would 
receive on his investment, the background of J. 
Freeman, Palenshus, Browne and G. Freeman and the 
clientele of the issuers of the aforementioned 
securities. 





Litigation Release No. 8044/July 28, 1977 


SEC v. A-T-O, INC. (UNITED STATES DISTRICT 
COURT FOR THE DISTRICT OF COLUMBIA) 
(Civil Action No. 77-1324) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission, announced the filing of a Complaint in the 





United States District Court for the District of Columbia 
against A-T-O, Inc. (‘‘A-T-O) on July 28, 1977, 
charging violations of Sections 10(b), 13(a) and 14(a) of 
the Securities Exchange Act of 1934 and Rules 10b-5, 
12b-20, 13a-1, 13a-11, 14a-3 and 14a-9 thereunder. The 
Complaint alleges that in connection with the sale of its 
bottle-processing equipment, A-T-O made in excess of 
$1.2 million in secret payments to officers, directors 
and agents of customers of A-T-O in Europe, Africa and 
the Middle East in order to procure or maintain sales 
contracts. The Complaint further alleges that those 


payments were disbursed without prior accounting 
controls and were not adequately recorded or described 
on the books and records of A-T-O. In addition to a 
preliminary and permanent injunction, the Complaint 
seeks certain ancillary relief including an order 


directing the appointment of a special master to inquire 
into an account for the corporate funds disbursed in 
connection with the matters alleged in the Complaint. 
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